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THE TERMS-OF-TRADE EFFECTS 
OF DEVALUATION UPON REAL INCOME 
AND THE BALANCE OF TRADE 


Several questions concerning the effects of currency devaluation upon 
the terms of trade, the balance of trade, and real national income are 
still unsettled. In a recent article I suggested that certain problems 
connected with the use of terms-of-trade analysis have to be explored 
before we can hope to clarify some of the controversial issues?. 


Current Views of the Effects of Devaluation on the Terms of Trad: 


There has been a remarkable change of opinion in recent years 
regarding the effects of devaluation on the terms of trade. 

In 1945, Gottfried Haberler took it virtually for granted that 
devaluation would cause the terms of trade to deteriorate?. 

In 1947, Joan Robinson pointed out that devaluation could either 
improve or deteriorate the terms of trade; but since in general each 
country is more specialized in its production and exports than in its 
consumption and imports, and since with under-employment the 
domestic elasticity of supply of exports is likely to be high, a deteriora 
tion of the terms of trade could be avoided only in exceptional cases*. 

In 1948, Frank D.Graham argued that relative prices of inter- 
nationally traded goods would always revert to their relative oppor- 
tunity costs and, therefore, devaluation would be most unlikely to ° 
have any effect on the terms of trade‘. 


1. Frrrz Macuuup, “‘ Relative Prices and Aggregate Spending in the Analysis 
of Devaluation’’, American Economic Review, vol. xLv (June 1955), p. 268. 

2. GOTTFRIED HABERLER, ““The Choice of Exchange Rates after the War’’, 
American Economic Review, vol.xxxv (June 1945), p. 308, 317. 

3. JOAN Rosinson, ‘‘ Beggar-My-Neighbour Remedies for Unemployment”’, 
in Essays on the Theory of Employment, 2nd ed. (Oxford, Blackwell, 1947); reprinted 
in Readings in the Theory of International Trade, (Philadelphia, Blakiston, 1949), p. 400. 

4. Frank D.Granam, The Theory of International Values, (Princeton, Princeton 
University Press, 1948), p. 184-202, 274-283, esp. 297-300, and 343-345. 
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In 1949, Thomas Balogh had no doubt that deterioration of the 
terms of trade would result from devaluation‘. 

In 1950, J. J. Polak and T. C. Chang attempted to show that 
devaluation could be “effective” only if it worsened the terms of 
trade®. 

/In 1950, Arnold C. Harberger presented several models, in one of 
which the terms of trade would not be affected by devaluation while 
in another they would deteriorate by the same percentage that the 
currency was devalued; in his “general model” the terms of trade 
would always be worsened except in (unlikely) cases of explosive 
instability’. 

In 1951, Randall Hinshaw rejected the arguments and conclusions 
advanced by Joan Robinson and, on different lines, argued that in the 
short run, that is temporarily, devaluation might adversely affect the 
terms of trade because domestic prices of exports might be stickier 
than those of imports, whereas the long-run effects would be as likely 
to be favorable as adverse, though probably insignificant for small 
countries®. 

In 1951, James Meade demonstrated that the terms of trade would 
more likely be deteriorated if export products and other products 
were highly substitutable in consumption or production, but that the 
terms would be improved if such substitutability were small. 

In1952,Sidney Alexander reverted to the position that the “normal 
result” ofa devaluation would be a deterioration of the terms of trade, 
and he proceeded to make rather curious generalizations about the 
impact upon the trade balance and national income?®. 


5. T.Batocu, The Dollar Crisis: Causes and Cure, (Oxford, Blackwell, 1949), 
p.Xv, Xx, 258. 

6. J. J. Porak and T.C.CuHanc, “Effect of Exchange Depreciation on a 
Country’s Export Price Level’’, International Monetary Fund Staff Papers, vol. 
(1950), p- 49. 

7. ARNOLD C. HARBERGER, “‘Currency Depreciation, Income, and the Balance 
of Trade”, The Journal of Political Economy, vol.tvim (February 1950), p.56/57. 

&, RANDALL Hinsuaw, “Currency Appreciation as an Anti-Inflationary Device’, 
Quarterly Fournal of Economics, vol.64 (November 1951), p.456/457. 

g. JAMES E. Meape, The Balance of Payments, (London, Oxford University Press, 
1951), Pp. 232-250. 

10. Sipney S. ALEXANDER, “‘Effects of a Devaluation on a Trade Balance’’, 
International Monetary Fund Staff Papers, vol. (April 1952), p. 268/269. 
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In 1953, Haberler returned with a concise argument showing that 
it is only in the abnormal and unlikely case in which devaluation 
leads to a deterioration of the trade balance that the terms of trade 
would necessarily be deteriorated; but in the normal case the terms 
of trade would be either improved or deteriorated, with no presump- 
tion either way!?. 

In 1954, Paul Streeten held that in the most probable conditions 
the terms of trade would be likely to turn against the devaluing 
country; and that they must do so whenever devaluation was taking 
the place of quantitative restrictions!?. 

In 1954, Kurt Rothschild argued that devaluation would lead in 
most cases to a deterioration of the terms of trade because price policies 
of oligopolistic exporters in the devaluing country would be quite 
different from those pursued by traders in the other countries!3, 

In 1954, Warren L. Smith confirmed the conclusion that devalua- 
tion might either improve or worsen the terms of trade, but he added 
that under full employment supply elasticities would be low and 
improved terms of trade could be expected‘. 

In 1955, George Kleiner held that only the supply elasticities of 
exports would be low under full employment whereas those of imports 
would be high, so that the terms of trade would more likely deteriorate 
as a result of devaluation? . 

Also in 1955, E. Victor Morgan held that devaluation could nor- 
mally be expected to effect a correction of an adverse trade balance, 


11. GOTTFRIED HABERLER, “‘Currency Depreciation and the Terms of Trade’’, 
in Wirtschaftliche Entwicklung und soziale Ordnung, ed. Lagler-Messner, (Wien,Herold, 
1952), P- 149, 153-155- 

12. Pau StrEETEN, ‘‘Elasticity Optimism and Pessimism in International 
Trade’’, Economia Internazionale, vol. (1954), P-5- 

13. Kurt Roruscuixp, “‘Zur Frage der Auswirkungen einer Abwertung auf 
die internationalen Austauschbedingungen”’, Weltwirtschaftliches Archiv, vol. 72 
(1954) ; in English translation ‘“The Effects of Devaluation on the Terms of Trade”’, 
International Economic Papers, no.5, (London and New York, Macmillan, 1955), 
P- 174-177. 

14. WARREN L. Situ, “ Effects of Exchange Rate Adjustments on the Standard 
of Living’’, American Economic Review, vol.xi1v (December 1954), p.808, 822. Mrs. 
Robinson had qualified her conclusions to take account of the possibility of low 
supply elasticities. 

15. GEORGE Kerner, ‘‘ Exchange Rate Adjustments and Living Standards: 
Comment’’, American Economic Review, vol.xtv (December 1955), p-944- 
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but that this result would of necessity involve a deterioration of the 
terms of trade?®, 

This brief outline of expert opinion since 1945, intended only as 
a representative sample, omits many more participants in the debate 
than it includes. Some critics of speculative theory may wonder why 
we do not just have a good look at the “actual facts”. Empirical 
evidence, however, does not settle the issue. All our statistical data 
are the result of everything changing at the same time, so that none 
of the theories is disconfirmed, and none confirmed?’. 

Why, one should ask, has so much attention been given to the 
question? If it has been more than an intellectual exercise, the pur- 
pose was obviously to examine the probable effect of devaluation—via 
the changes in the terms of trade—upon national income. It would 
be interesting to know the possible reduction in national income, due 
to adverse changes in the terms of trade, first, because we want to 
know the social cost of devaluation and, secondly, because the income 
change might alter the effects of devaluation upon the trade balance. 

The main theses of the present paper will be that 

(1) even if we knew in what direction and by how much the net 
terms of trade will change as a result of a devaluation, this would not 
be enough for us to infer by how much and in what direction these 
changes in the terms of trade will affect real national income; and 

(2) even if we knew in what direction and by how much real 
national income will change as a result of a change in the terms of 
trade due to devaluation, this would not be enough for us to infer 
by how much and in what direction these changes in real income 
will affect the balance of trade, even if the marginal propensities to 
spend and to import could be assumed to be known. 


16. E. Vicror Morcan, “The Theory of Flexible Exchange Rates”’, American 
Economic Review, vol. xiv (June 1955), p.285, 290. 

17. The most careful empirical inquiry into this subject is CHARLEs P. K1InDLE- 
BERGER’S The Terms of Trade, (New York, Wiley, 1956). Kindleberger reminds his 
readers of “‘the limitations of the analysis in these respects. Partial conclusions 
are handicapped by the impossibility of completely isolating the forces under 
analysis; conclusions of general validity are limited because of the impossibility 
of assigning lasting weights to the various forces’’. Jbid., p.9. 
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OF DEVALUATION UPON REAL INCOME 


The Relevant Terms-of- Trade Concept 


There are different concepts of “‘terms of trade’’. Indeed the family 
of these concepts is rather large; its chief members are the “gross 
barter terms of trade’, the “‘net” or ‘““commodity terms of trade’, 
the “single factor terms of trade’, and the ‘“‘double factor terms of 
trade”; some of the poorer relatives, such as the “real-cost terms of 
trade’, the “‘utility terms of trade”’, and the “‘income terms of trade”’ 
are seldom met?*. Which member of this family is referred to in our 
discussions ? 

Devaluation is supposed to improve the balance of trade. A reduc- 
tion in the physical volume of imports relative to the physical volume 
of exports constitutes an adverse change in the gross barter terms of 
trade. Hence, a devaluation will ordinarily be called successful only 
if the gross terms of trade are substantially deteriorated. (This is often 
referred to as the “primary burden” of devaluation.) The less a deficit 
country digs into its foreign reserves and the less it borrows abroad 
in order to finance imports, the “‘worse”’ are its gross barter terms. 
Since this may be the very object of devaluation, those who seem 
“alarmed” about a possible deterioration of the terms of trade as a 
result of devaluation must obviously mean something other than the 
gross terms. 

Where effects of changes in productivity are involved in the ana- 
lysis, the factor terms of trade will be most relevant. A change in the 
“single factor terms of trade”’ is a change “‘in the volume ofimports... 
over which a unit of [domestic] productive power... can exercise 
command”’!*, The simplest way to characterize this concept is to 
refer to changes in the import-buying power of a domestic labor hour 
(because labor is the productive factor of which “‘a unit” is the most 
relevant and the most easily defined). Similarly, a change in the 
“double factor terms of trade” might for practical purposes be seen 


18. For definitions and explanations see JAcoB VINER, Studies in the Theory of 
International Trade, (New York, Harper, 1937), p. 558-570; GOTTFRIED HABERLER, 
The Theory of International Trade, (London, Hodge, 1936), p.159—-169; D.H.RoBERT- 
son, Utility and All That, (London, Allen & Unwin, 1952), p.174-181; R.G.D. 
ALLEN and J.E. Exy, eds., International Trade Statistics, (New York, Wiley, 1953), 
p. 208 ff. 

19. D.H. RoBERTsON, of. cit., p. 174. 
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in a change in the number of foreign labor hours indirectly purchased 
by one domestic labor hour through exchanging its product for the 
imports produced by foreign labor. Kindleberger, in search of an 
operational definition, defined the “double factoral terms of trade” 
as “‘the unit-value index of exports, adjusted for changes in produc- 
tivity, divided by the unit value index of imports, adjusted for produc- 
tivity” 2°, 

D.H. Robertson called the double factor terms “‘the most funda- 
mental” and “the true terms of trade’’ ; he considered them the ‘“‘most 
relevant to discussion of relative national standards of living, or of 
‘equilibrium’ rates of exchange’’*!. But he looked to the “commodity 
terms of trade”’ as the ones “most immediately relevant to discussion 
of changes in the balance of payments’’. 

There is little doubt that most writers examining what effects 
devaluation would have upon the terms of trade were thinking of the 
net terms or commodity terms, that is, of price changes for export goods 
relative to price changes for import goods. A change in the commodity 
terms of trade is a change in the import-buying power of a given 
physical export-mix. If the productivity of domestic labor is un- 
changed, any change in the commodity terms of trade constitutes 
an equal change in the single factor terms of trade, Thus, there is no 
need to give special attention to the factor terms as long as produc- 
tivity is assumed not to be affected by devaluation. But is such an 
assumption warranted? 

“Productivity” is one of the fuzzier concepts in economics. As long 
as we mean physical efficiency of a well-defined input producing a 
fully-specified output there is little trouble. But when we talk about 
productivity of resources in general in the economy (or in export 
industry) as a whole, index number problems involving the aggre- 
gating, averaging, and weighting of values of different products arise. 
When the allocation of resources and the composition of output 
change, there will be no clear line between “‘physical productivity” 
and “‘value productivity” no matter what methods of deflation for 
price changes are employed. “Productivity” will depend not only 
on the production functions (input-output ratios) in every industry 
but also on the allocation of resources among industries. Even when 


20. KINDLEBERGER, Op. cit., p. XIX. 
21. ROBERTSON, op. cit., p.175. 
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all physical production functions remain unchanged, a reallocation 
of given resources can alter “‘productivity”’. 

If obstacles are erected which cut down the production of “‘more 
valuable” goods and force a transfer of resources to the production 
of “less valuable”’ goods, a reduction in productivity will be recorded. 
If existing obstacles to the movement of resources are removed, or 
restrictions on output or outlet are lifted, a transfer of resources to the 
production of “more valuable”? products may take place, and an 
increase in productivity would then be recorded. (n brief, the pro- 
ductivity of resources depends on how they are used? 

‘Resource reallocation is implicitly or explicitly involved in deter- 
mining the effects of devaluation on the balance of trade and on the 
commodity terms of trade, If it were not for substitutions in con- 
sumption and production, devaluation would change export prices 
and import prices by the same percentage. Only insofar as these sub- 
stitutions take place will devaluation affect the commodity terms of 
trade. In certain circumstances (which will later be discussed) deval- 
uation may create, aggravate, mitigate, or remedy a “‘malallocation” 
of resources and thus reduce or increase their productivity. Hence, 
it is not safe to assume unchanged productivity—as one does when 
the effects of devaluation upon national income (with unchanged 
total employment) are judged by its effect on the commodity terms 
of trade??. 

One may formulate a general rule for the kinds of changes or events 
for which the commodity terms of trade are useful tools in the analysis 
of effects upon a nation’s income. Changes or events that take place 
abroad and alter the relative prices of exports and imports regardless 
of any substitutions in the use of products and resources within the 
nation will increase or reduce its income initially by an amount which 
is calculable with the aid of the commodity terms of trade. Subse- 
quent adjustments in the use of products and resources will increase 
the initial gain or reduce the initial loss. On the other hand, changes 
or events taking place within the economy and causing changes in 
productivity together with changes in the commodity terms of 

22. Of course, in the absence of any presumptions about the direction in which 
productivity will be affected one may have to make do with the assumption of no 


change, and may use the commodity terms of trade for estimating changes in 
real income. 
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trade—the extent of the change in one depending on the extent of the 
change in the other—will increase or reduce income by an amount 
not even approximately or initially calculable with the aid of the 
commodity terms of trade. 

In other words, when a nation is faced with changes in relative 
import and export prices caused by developments abroad which do 
not simultaneously affect the use of domestic resources, the commodity 
terms of trade will be appropriate tools for judging the effects upon itsreal 
income. But when a nation produces such changes by its own actions, 
or when developments within the economy are causing them, then 
factor productivity may change together with the prices of foreign- 
trade goods, and the single factor terms of trade will be the more suitable 
. tools for analysing the effects on income. For, where adverse changes 
in the commodity terms of trade are associated with increased pro- 
ductivity, the factor terms of trade may be improved rather than 
worsened. Indeed, this was the very reason for developing the concept 
of single factor terms of trade deterioration in the commodity terms 
cannot ultimately determine the effects on national income of any 
change or measure that affects productivity. ) 

Devaluation is such a change: it affects the commodity terms of 
trade along with the productivity of resources. Yet the writers who 
have argued about the terms-of-trade effects of devaluation have 
focussed on the possible changes in the commodity terms and have 
neglected the possible changes in factor productivity caused by the 
concomitant reallocation of resources?*. 


The Effects upon Income and Trade 


Among the few writers who have given explicit recognition to the 
terms-of-trade effects of devaluation upon income, and, through in- 
come, upon the balance of trade is Sidney Alexander**. His analysis 
is most suggestive and deserves more than casual comment. 


23. The question whether this gain in productivity might be obtainable by 
other policies than devaluation is not discussed in this paper. We are concerned 
only with the effects of devaluation and are urging that none be overlooked. 

24. ALEXANDER, op.cit., p.268/269. Among earlier writers were ARNOLD C. 
HARBERGER, op. cit., esp. p.51-57; and Svenp Laursen and Lioyp A. METZLER, 
‘*Flexible Exchange Rates and the Theory of Employment”’, Review of Economics 
and Statistics, vol.xxxmt (1950), esp. p. 297. 
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Alexander divided the income effects of the changes in terms of 
trade due to devaluation into “initial” and “secondary”’ ones. The 
initial effects, I suppose, refer to the changes in incomes of producers 
of exports and users of imports owing to relative price changes of export 
and import goods; the secondary effects arise from increased or reduced 
expenditures by those experiencing the initial income changes. 

Regarding the initial terms-of-trade effects of devaluation upon 
income, and via income upon the balance of trade, Alexander ad- 
vanced a few generalizations which I rejected summarily and pro- 
mised to refute in a more carefully reasoned argument?®. Alexander 
first discussed the possibility that devaluation would worsen the terms 
of trade and reduce national income but leave the trade balance un- 
changed. This could happen under certain conditions, for example, 


“if before the devaluation the country concerned was importing twice as much as 
it was exporting, and if as a result of the devaluation the fall in foreign prices of 
exports is 2% and of imports 1%, the deficit in foreign currency would be un- 
changed if the physical values of imports and exports were unchanged’’?®, 


But Alexander continued: 


“It may, however, be assumed that the normal result of a devaluation will be such 
a deterioration of the terms of trade of the devaluing country as to make the balance 
of payments deteriorate by the amount ¢. That is, ¢ is the measure of the reduction 
of the country’s real income associated with the deterioration of the terms of 
trade’’2?, 


In other words, it is contended that normally a deterioration of 
the terms of trade of the devaluing country will cause a reduction of 
its real income and an initial reduction (i.e., “‘deterioration’’) of its 
trade balance by the same amount. Alexander repeats that 


“‘the entire deterioration, ¢, of the national income as a result of the changed terms 
of trade is initially a reduction in the foreign balance’’*®. 


It is easily possible to make this statement true by definition, but it 
is not possible to support it as “‘normally”’ true. Let us recall some 
of Alexander’s terminology and denotations: “Absorption” means 


25. American Economic Review, vol. xiv (June 1955), p- 268. 
26. ALEXANDER, op. cit., p. 268/269. 

27. Ibid. 

28. Ibid. 
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real expenditures for consumption and investment or what I shall 
propose to call the “real intake”; A stands for absorption, B for trade 
balance, and Y for income. Now, one may say that the reduction in 
national income and the “initial” reduction in the trade balance 
(resulting from a deterioration in the commodity terms of trade due 
to devaluation) must always be equal if 
(1) direct changes in absorption are ruled out because they are 
treated separately ; 
(2) income-induced changes in absorption are ruled out because they 
are not “‘initial”’; and 
(3) there are no other kinds of changes in absorption. 
For it follows from A B= A Y— AAthat AB= A Ywhen AA iszero. 
This, however, cannot have been the meaning of the contention. 
Alexander granted the possibility that the trade balance would be 
unchanged, .e. A B = 0, despite an income reduction due to deterio- 
rated terms of trade, and he held that the equality of A Y and the 
initial A B was only “normal”’’. Hence, we must examine how one 
could come to such a conclusion and what, if anything, could be 
regarded as the “normal”’ or most probable course of events con- 
cerning the magnitudes in question. 


Testing the ‘Equality Rule” 


For this probe I set up a number of hypothetical test cases with varying 
elasticities of supply and demand, some of them yielding results 
broadly conforming to the “‘equality rule’, others contradicting it 
most flagrantly. Then I analysed the implications of the different 
assumptions to find what was the essential variation accounting for 
the different outcomes. 

In accordance with my analytic and pedagogic propensities I used 
simple arithmetic in the tests, which is more time-consuming but for 
me more enlightening than any other technique. I shall produce two 
such tests in an appendix to this article; produce them, because I 
believe they are helpful in clarifying the issues; in the appendix, 
because the more sophisticated or less patient of my readers may 
prefer not to bother with details and especially not with clumsy 
arithmetic. 

The first of the two tests showed the trade balance (initially) 
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changed pari passu with income; real absorption was not affected 
initially. The second test showed the trade balance initially un- 
changed, while real absorption changed (initially) pari passu with real 
income. Other tests, not reproduced here, yielded all sorts of results 
contradicting the “equality rule’, but the essential difference is 
sufficiently brought out in the two cases described: it all depends 
upon which is assumed to come first, adjustments in absorption or 
adjustments in the foreign balance. 

Alexander’s contention of ‘“‘equality as a rule” presupposes that a 
change in the terms of trade constitutes a change in real income, but 
normally does not cause an immediate adjustment in real absorption, 
and hence will be completely reflected in an equal and simultaneous 
change in the trade balance. There is, however, no better reason for 
this presupposition than there would be for the opposite one to the 
effect that “normally” the change in real income will not cause an 
immediate adjustment in foreign indebtedness, but will be initially 
matched by a change in real absorption. There might even be some 
institutional grounds for the second presupposition: if a country has 
no foreign reserves, or if the authorities are unwilling to reduce them, 
and if foreign loans are not forthcoming, then the adjustment of real 
absorption to real income cannot help being immediate??. 

The two opposite presuppositions are extremes, and a more appro- 
priate one would lie somewhere between: that a reduction in real 
income due to less favorable terms of trade will initially be reflected 
partly in some immediate reduction in foreign reserves and partly in 
some immediate reduction in real absorption. 

Analogues to these three presuppositions can be found in the 
behavior of individuals confronted with higher prices of what they 
buy and/or lower prices of what they sell. On one extreme would be 
the individual with a big cash balance or an unlimited charge account 
who, initially completely unresponsive to the price changes, would 
buy exactly the same quantities of goods and thus have the entire 
reduction in his real income initially reflected in a reduction in his 
cash balance or increase in his debt. On the other extreme would be 
the individual who, averse to running down his cash balance or 
running up his debts, would spend no more than his income even 


29. A system of freely fluctuating exchange rates is supposed to achieve this 
result. 
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when it buys less for him*®. Between these extremes is the individual 
who, prepared to dip somewhat more deeply into his pockets or to 
put a bit more on the cuff, might increase his money expenditures 
relatively to his income, though not to an extent that would keep his 
real purchases at the former level. 

The error behind the “equality rule” for income reduction and 
trade balance reduction lies in the tacit assumption that real absorp- 
tion will as a rule be initially unaffected by deteriorated terms of 
trade. This assumption is not only contrary to fact, but it serves no 
good purpose as a step in the analysis*". 


Income and Substitution Effects 


The immediate initial adjustment of the trade balance to changes in 
the terms of trade is not entirely an income effect in the sense of the 
Hicksian theory of the household. In the Hicksian analysis of con- 
sumer’s choice the total effect of an increased buying price is inter- 
preted as the combined effect of substitution and real-income change. 
For example, the decision in response to a price increase to take less 
of the commodity and to keep more or less money, is partly a substitu- 
tion between the commodity and money, partly an effect of the 
reduced real income upon both. If only income effects are taken into 
account while substitution effects are ignored, serious errors will ensue. 

This is fully applicable to international trade and to aggregate 
absorption by the community. There are substitutions between asset 
holdings (or debt) and imported producer and consumer goods that 
occur along with, and in addition to, the income effects of changes 
in the terms of trade**. These substitution effects may significantly 
affect the absorption of income and the physical volumes of imports 


30. Those who receive their income in kind will normally have their absorption 
changed pari passu with their income. 

31. The opposite assumption, that the trade balance will initially be unaffected 
by deteriorated terms of trade, is likewise contrary to fact under our present insti- 
tutions, but may serve a purpose in analysis, namely, to examine the effects of 
exchange rate changes under a system of freely floating rates without any “‘accom- 
modating capital movements”’. 

32. I should like to call attention to a very suggestive note stressing these points, 
by A.C. L. Day, “‘ Relative Prices, Expenditure and the Trade Balance: A Note”, 
Economica, New Series, vol. xx1 (February 1954), p.64—69. 
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and exports; these are price-induced changes in absorption which 
are not included in any given “‘propensity to absorb”’. 

The terms-of-trade effects on the trade balance should include 
these substitution effects. If one presumes with Alexander that 
AB = AY, evenif only “initially’’, the substitution effects are con- 
jured away or at least lost sight of. 


Three Separate Effects on Income ? 


In Alexander’s analysis, as also in Harberger’s, devaluation could 
affect real income in only two ways: by changing the volume of 
employment and by changing the commodity terms of trade. The 
possibility of affecting real income through a reallocation of resources 
was ignored. Hence I proposed to add to the “‘idle-resources effect” 
and the “terms-of-trade effect” a third one, the “‘resource-realloca- 
tion effect”? of devaluation upon income and absorption, and thus 
upon the trade balance*®. 

But this analytical separation of income effects may be misleading: 
it may suggest that it is possible to separate them practically and 
perhaps to manage toavoid a negative income effect without foregoing 
the benefit of a positive one. Often a negative “terms-of-trade” effect 
is the condition of the realization of positive ‘‘idle-resources”’ or 
“resource-reallocation” effects. As was said above, the exclusive at- 
tention to the commodity terms of trade (in disregard of the single 
factor terms) has been associated with the failure to consider the 
effects of resource reallocation as a factor relevant to the end results. 
It can be shown that attempts to isolate, in the analysis of devaluation, 
changes in the commodity terms of trade and to exhibit them for 
separate or comparative evaluation may obstruct our understanding 
of the interrelationships involved. 


Illustration by Analogy 


The connection between changes in the terms of trade and changes 
in income, especially the fact that a deterioration of the terms of trade 
may be a precondition of an increase in income, can be illustrated by 


33- American Economic Review, vol. xiv (June 1955), p. 265. 
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an analogy from the trade of an individual with the outside world*4. 
The terms of trade of an individual are worsened when the prices of 
the things he sells decrease relatively to the prices of the things he 
buys. (Individuals who can set prices of the goods or services which 
they offer for sale are able to change the terms of their trade—just as 
nations may through their wage, tax, tariff, and exchange rate 
policies. ) 

Assume that an economist working as a free-lance writer of articles 
for journals and daily papers had been charging a fee of $100 for 
an article; he has been placing two articles a month. He discovers 
that he could increase the proceeds from his “‘exports”’ considerably 
if he reduced his fee to $50; he could place eight articles a month at 
this lower price, and thus raise his revenue from $ 200 to $ 400 a month. 
Restrained neither by considerations of prestige nor by agreement 
with a journalist’s organization, he adopts this plan. Since the prices 
of his ‘‘imports’”—food, clothes, entertainment, etc.—remain un- 
changed while the price of his exports is halved, the terms of trade 
of our man have deteriorated by 50%. Yet, he has little reason to 
deplore this deterioration, which has caused his income—at least his 
professional income—to double. 

How would these results be analysed and evaluated in terms of 
the Alexander approach? The fact that our man was able to increase 
his professional output and income from 2 to 8 units would be treated 
as an “‘idle-resources”’ effect of the rate cut; the rate cut itself would 
be treated separately as a “terms-of-trade” effect on his income. The 
calculation would look as follows: 


Idle-resources effect on income 


Gumtsat hese priceqgi $100 2. ttt + $600 
Terms-of-trade effect on income 

Pee cuter Susan Gas 2.6 « «6 26S 6 Soe — 400 

PE Oi a 4 ks ee OM aw + $200 


One may prefer to calculate the value of the export increase at the new price 
rather than the base price, and the terms-of-trade loss of income on the old volume 
of exports rather than the increased volume: 





34. I am indebted to Professor Wytze Gorter for suggesting such an analogy 
tome. 
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Idle-resources effect on income 





Gumepmemew priceck$so . 2... 1s te tte ee + $300 
Terms-of-trade effect on income 

PUMEGINOE SPONDS MNS 2 wt te — 100 

Pecegeee GG” wg te ew eee + $200 


This sort of analytical evaluation of gain and loss is formally cor- 
rect; but one may raise the objection to the procedure that it is likely 
to mislead many into complaining about the “‘unfortunate”’ deterio- 
ration in the terms of trade which has so drastically reduced the 
splendid effects of greater employment. Because of this division of 
credits and debits many might forget that the less favorable terms of 
trade may be, as they were in our example, the condition of the 
income increase. 


The Analogy Expanded 


There is another possibility, not mentioned by Alexander and not 
provided for by his approach; our free-lance writer may have been 
fully occupied at the time his literary output was small, for he may 
have been mending his clothes and preparing his meals. (He is a 





35. In terms of geometric demand analysis the various magnitudes may be 
represented by areas in the following graph: 














Price 
M N 
P 
T 
R S 
O | | l | | Quantity 
K a 
First method Second method 
Idle-resources effect KLNM KLST 
Terms-of-trade-effect RSNP RTMP 


The difference between the two methods lies in the addition, under the first 
method, of the area TSNM to both effects; the net gain is, of course, the same. 
The net gain, or incremental revenue, is KLST minus RTMP, and the ratio 
of the idle-resources effect to the terms-of-trade effect calculated by the second 
method, KLST/RTMP, is the elasticity of demand. 
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bachelor or an American husband.) With his professional income 
doubled, he must be and is relieved of these housekeeping chores. 
In other words, no idle resources were put to work to produce his 
increased exports ; instead there was a shift of resources from “‘domes- 
tic”’ to professional use. If we have only the two items accounting for 
income changes—the idle-resources and the terms-of-trade effects— 
the calculation of the results will show only the “‘loss” due to the 
deterioration of the terms of trade; the gain from the better use of 
resources is kept from sight. This is clearly and definitely wrong; the 
“resource-reallocation” effect must be taken into account if the 
results are to be correctly appraised. 

Assume that our model man can buy for $80 a month the services 
which he no longer does for himself}; that is, he now imports what he 
previously did himself. Thus, he will find his real income increased 
by $120 a month (200 minus 80). A calculation dividing the net 
increase into gross gain and offsetting loss looks as follows: 





Idle-resources effecton income .......... nil 
Resource-reallocation effect on income 
6 units at base priceof $100... ....... + $600 
Value produced in previous resources use. . . . . — 80 
cra ee tee ee gay a Sig ke we 4 + $520 
Terms-of-trade effect on income 
Price cuter GgnomGunts . . 0 te ee — 400 
ee Ree ere eee eons Se + $120 


Alternatively using the changed price in computing the gross gain and the 
base-period volume for the terms-of-trade loss, we calculate as follows: 





Idle-resources effectom income .......... nil 
Resource-reallocation effect on income 
6 units at new priceof $50... .. 1... 2s. + $300 
Value produced in previous resources use. . . . . — 80 
ee er ee a oe ee ee + $220 


Terms-of-trade effect on income 
Prce Ct Gl $0 GN SUE... ce 6 tes — 100 





meee. Cc kt + $120 


Our analogy, I believe, has suggested some significant lessons con- 
cerning the terms-of-trade effects upon income, and we shall spell 
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them out presently. But nothing has been implied concerning the 
effects upon the trade balance. Our plot has to be expanded further 
to have such implications. 

Assume that our man, when he exported only $200 worth of 
articles, imported $250 worth of goods per month (paper, ink, etc., 
needed for his production, and victuals for his upkeep). Thus, he had 
an import surplus of $50, financed by drawing on an old savings 
account. When the worsened terms of trade raise his income he will 
step up his imports: first by the $80 worth of services needed to main- 
tain his former consumption standards; secondly, by an amount 
required for investment goods used for his increased production, say 
$20 (for journals and books, whose amortization, however, we neg- 
lected in figuring his new income, as we also neglected any increased 
use of paper and typewriter ribbons); thirdly, by an amount to 
satisfy his propensity for increased consumption as he earns more, 
say $60. Thus, his imports will increase by $160 a month, or from 
$250 to $410. This, with his exports now at $400, will still leave an 
import surplus of $10, but his trade balance will have improved by 
$40 a month. (He could have completely balanced his budget by 
being a bit more modest in raising his living standard**). 

There is no direct connection in our illustration between the (un- 
favorable) change in the terms of trade and the (favorable) change 
in the balance of trade, especially because the latter depends on the 
adjustment of our man’s consumption to his increased income and 
improved liquidity position. Nor is there any direct connection 
between what might be regarded as the “‘pure”’ terms-of-trade effect 
upon income ($400 or $100, depending on the method of computa- 
tion) and what might be viewed as an “‘initial effect on the balance 
of trade’’—except on the preposterous assumption that our man 
lowered the price for his export but failed to increase its quantity 
(in which case he would actually have lost $100). 


36. In computing the net increase in income we neglected—besides the few 
mentioned items in the cost of production—to take account of an increase in 
psychic income connected with the possibly greater enjoyment of professional work 
compared with domestic work—though the opposite would hold for men who 
prefer housework to desk work. Such welfare effects of the resource reallocation 
cannot be considered on the same level as can be changes in physical outputs and 
money amounts. 





434 FRITZ MACHLUP: THE TERMS-OF-TRADE EFFECTS 


The net gain in income from the action which deteriorated the 
terms of trade—that is, from the price reduction for exported 
articles—was independent of the net change which took place in the 
trade balance. If the gain had been used entirely for increased pur- 
chases, the trade balance would not have improved; only because 
some of the gain was used for increased saving and greater liquidity 
could the trade balance improve. But the net gain, in our illustration, 
did depend on the high elasticities of the supply of and the demand 
for the exported articles: if one of these elasticities had been unity or 
less (for example, if our man could increase his sales only to three or 
four articles per month) no net gain but a net loss would have 
occurred. (Still, the “‘ terms-of-trade effect”? upon income calculated 
without taking account of an offsetting effect would have exaggerated 
the loss.) Finally, the net gain depended on the availability of the 
previously home-made services at a purchase price less than the 
proceeds from the increased exports. If these services could not be 
purchased for less than $300, there would be no gain, material or 
financial, from the switch of resources. 

It should be noted that the improvement in the affairs of our model 
man can be attributed to the fact that his initial position was not an 
“optimal” one: he had been irrationally malallocating his labor 
resources. Some of his labor hours which could have been worth $600 
in professional work (or $300 after the price reduction) were used for 
work that was worth only $80. Evidently, there had been no effective 
competition equalizing the marginal productivity of labor in different 
uses. If the labor employed in domestic work had been competing 
with the highly paid labor employed in professional work, the com- 
petition would have forced down the price at which our man offered 
his articles for export. Whether the implied assumption of imperfec- 
tions of competition reduces or increases the value of our analogy 
for presumptive reasoning about international trade cannot be 
decided here. 

One lesson, however, is clearly suggested by our analogy: we see 
how arbitrary it is to calculate a distinct terms-of-trade effect of an 
action that changes the use of resources along with the terms of trade, 
and how misleading it is to overlook a resource-reallocation effect 
when special attention is paid to the terms-of-trade effect ofa measure 
such as the devaluation of the currency. 
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The Benefits from “‘Deteriorated Terms of Trade” 


The idea that “‘more adverse’ commodity terms of trade may be on 
the whole beneficial to a nation is worth a good deal of emphasis. 
Ofcourse, the deterioration of the terms of trade is not per se beneficial 
but only as a means for achieving a higher real income through 
increased employment or improved allocation of productive resour- 
ces. But it is an unfortunate habit of mind, quite common among 
economists and politicians, to deplore any deterioration of the com- 
modity terms of trade, and to recommend policies to avoid it, without 
examining whether it may not be a precondition for obtaining gains 
in employment or productivity®’. 

This is not to suggest that devaluation would necessarily worsen 
the commodity terms of trade—it may well improve them—or would 
necessarily increase productivity—it may well reduce it. While some 
reallocation of resources as a result of devaluation is almost un- 
avoidable, the new allocation may be better or worse (if we may be 
allowed to make such a statement with the blessings of welfare eco- 
nomists). There is a presumption, I submit, that the reallocation will 
be beneficial when the currency has been seriously out of line and is 
devalued in order to correct its external overvaluation relative to the 
prices of various products and productive services. 

Another impression possibly suggested by our illustration must be 
dispelled to avoid misunderstandings: the resource reallocation in- 
duced by the changes in relative prices that result from devaluation 
does not have to involve an increase in exports. It may equally well 
be domestic production of import substitutes that is given a lift, and 
all sorts of additional substitutions in production, investment, and 
consumption may be engendered. 

A reallocation of resources effected by currency devaluation and 
resulting in increased production of import substitutes and/or export 
goods can involve a net increase in national product: 


37. In a similar vein Smithies complained: ‘‘...changes in the net terms of 
trade are coming to be regarded by economists as a satisfactory and unambiguous 
measure of changes in gains from trade. This fashion seems to me to be offensive 
to theory, history, and common sense”’. ARTHUR SMITHIES, ‘‘ Modern International 
Trade Theory and International Policy’’, American Economic Review, Papers and 
Proceedings, vol. xm (May 1952), p.170. 
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(a) ifthe exchange rate adjustment permits the abolition or relaxa- 
tion of direct controls and quantitative restrictions which had created 
or increased disproportions in the marginal productivities of pro- 
ductive services or discrepancies between private and social costs 
and benefits; 

(b) ifsuch disproportions or discrepancies due to price inflexibili- 
ties, resource immobilities, and restrictions or serious imperfections 
of competition, are reduced in consequence of the exchange rate 
adjustment; 

(c) if the improvement in the trade balance checks or stops a loss 
(i.e., an unintended realization) of foreign assets and thus conserves 
them for future use with a presumably greater value for consumer 
welfare and/or production potential. 

Even under these conditions it is difficult to prove conclusively 
that resource allocation will actually be “improved”. The case 
against direct controls and for the working of the price mechanism 
is not convincing to everybody, and even many who on principle 
advocate allocation through the operation of free and competitive 
markets admit that there may be exceptional situations in which 
direct controls may operate in a more painless way. The second 
possibility (b), that devaluation may reduce or remove distortions 
in relative costs and prices, is always present, but the opposite is also 
possible. At first blush one may be impressed by the fact that devalua- 
tion will act like the removal of export taxes and of import sub- 
sidies—and by the presumption that taxes and subsidies distort rela- 
tive prices. But devaluation may with equal justification be likened 
to the introduction of export subsidies and import taxes—and the 
presumption then would be that distortions are created rather than 
removed. Thus one has to establish in each particular situation that 
the resource allocation before devaluation is not an optimal one— 
owing to certain defects or restrictions in the operation of the mar- 
kets—and can be improved through an adjustment of the exchange 
rate. (This is the possibility illustrated in our analogy.) 

The third of the possible reallocation benefits, the conservation of 
foreign exchange reserves, presupposes of course that devaluation has 
its “normal”? effect of improving the trade balance. But even so, one 
may object to a conceptual framework under which a substitution 
between different assets (foreign reserve versus home investment) or 
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a substitution between assets and consumer goods (foreign reserves 
versus Consumption) is interpreted as a gain or loss in income. This 
objection will surely be sustained when the substitution in question 
is attributable to deliberate decisions to use foreign assets or incur 
foreign debts to obtain imports; the objection will perhaps be dis- 
missed in situations where the authorities expressly “‘deplore’’ the loss 
of reserves as unintended and unfortunate if not calamitous. 

The difference between these situations, which is pointed up by 
the distinction between autonomous and accommodating capital im- 
ports, can be elucidated by simple examples. Assume an initial situa- 
tion in which no capital movements take place. Now an autonomous 
inflow of capital sets in, resulting either in an appreciation of the 
currency or in an expansion of money incomes and, in either case, in 
an increase in prices of domestic goods and services relative to prices 
of foreign-trade goods. There will be some substitution by domestic 
industry of foreign for domestic materials and of imported machines 
for domestic labor; moreover, some resources previously used for 
export production will be transferred to home use. This resource 
reallocation will be associated with a decrease in foreign assets or 
increase in foreign debts—which, of course, is the “realization” of 
the autonomous capital inflow. When the capital inflow stops, the 
opposite movements will take place. 

In the absence of autonomous capital movements similar sub- 
stitutions and resource reallocations can be induced by creating, and 
in the opposite direction by removing, an overvaluation of the cur- 
rency vis-a-vis foreign currencies. For example, when money incomes 
are expanded at fixed foreign exchange rates, prices of domestic 
goods and services are increased relative to prices of foreign-trade 
goods; foreign materials are substituted for domestic materials, im- 
ported machines for domestic labor, home-use production for export 
production. All these substitutions involve the use of foreign exchange 
reserves for increased consumption and domestic investment. A de- 
valuation of the currency may then check or stop the described 
substitutions, reverse the resource reallocation, and conserve foreign 
reserves. 

On what grounds can it be said that the last of these resource 
reallocations is “‘ beneficial”’ ? Ifthe use of resources after the domestic 
expansion of money incomes was an “‘optimum allocation” on the 
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basis of market prices prevailing at the time, and if the use of resources 
after devaluation is another “‘optimum allocation” on the basis of 
post-devaluation market prices, are we justified in contending that 
the latter optimum is “better” than the former? 

“Static” theory, where time does not count, provides no ground 
for such a contention; but “dynamic” theory does: where time counts, 
the consequences of the depletion of exchange reserves must be con- 
sidered. A resource allocation which requires a continuing loss of 
reserves cannot be maintained in the long run. Sooner or later a 
reallocation will become unavoidable; it may occur through direct 
controls, through reductions in money incomes, through devaluation 
or depreciation of the currency**. The delay in the reallocation may 
in exceptional situations make for a greater real income over time, 
but will as a rule reduce income over time. The presumption is strong, 
therefore, that the long-run resource-reallocation effect of devalua- 
tion upon income will be positive even in instances in which no 
benefits can be claimed on the other two scores, improved producti- 
vity through the removal of direct controls and improved producti- 
vity through the removal of malallocations due to other causes. 
Incidentally, the three possible kinds of benefit from resource reallo- 
cation induced by devaluation are additive, and independent of one 
another. 


Real Output, Intake, and Income 


When in this discussion reference was made to the effects of devalua- 
tion and of consequent changes in the terms of trade upon “national 
income’, and to effects of changes in “national income”’ upon im- 
ports and exports, the concept of national income was left vague. 
This vagueness is customary; it “covers up”’ the fact that there are 
substantial differences not only between various operational defini- 
tions, but also between several fundamental concepts usually left 
undistinguished. Thus, quite apart from problems of measurement, 
there may be differences not only in magnitude but also in direction 
between (1) changes in the total domestic production of finished 


38. At no point in this article are we concerned with a comparative evaluation 
of these alternatives. When we discuss the effects of devaluation we do not intend 
to “‘sell’’ them to anyone as “‘better”’ or “‘less bad”’ than other forms of adjusting 
the balance of trade. 








wa 
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goods and services valued at constant prices (“‘real domestic output’), 
(2) changes in the total domestic use for consumption and investment 
of goods and services valued at constant prices (“real intake’), and 
(3) changes in the total amount of income received or earned, with 
goods and services valued at constant prices, and with income trans- 
fers, capital earnings, and all changes in foreign assets and liabilities 
accounted for insofar as they arise from current transactions (“‘real 
income”’)—to mention only some of the simpler concepts of the large 
family of magnitudes related to social accounting. For our problems 
the triad “‘output”’, “‘intake’’, and “‘income”’ will serve important 
analytical purposes. 

The concept of “real intake”’ has been familiar to us under various 
names. Alexander called it “real absorption” ; although I do not find 
this term very attractive, I have used it whenever I discussed any of 


Alexander’s propositions. j c z j >>, Viner of 
> 


“value of final purchases”, Haberler of the “volume of goods available 


for domestic use”’ and of “‘real nationa i 39 Some of these 


29 66 


terms are not felicitous; “‘buying’’, “‘purchases’’, ‘“expenditures”’ all 
disregard the possibility that some of the intake of goods or services 
may not be associated with expenditures but may be produced by 
the users themselves. Warren L. Smith employed the term “‘standard 
of living”’ for this concept*®. This term, I submit, is badly misleading: 








if “standard of living” is not to refer, as it usually does, to consumption 
alone but is for some reasons expanded to include accumulation, then 
it is inconsistent to confine the latter to domestic investment and to 
exclude investment abroad. After all, we can speak of “investments” 


39. “*...‘real national income’ is not co-extensive with ‘volume of goods avail- 
able for domestic use’.’? GOTTFRIED HABERLER, “The Market for Foreign Exchange 
and the Stability of the Balance of Payments’’, Kyklos, vol. 11 (1949), p.215. See 
also GOTTFRIED HABERLER, ‘“‘Currency Depreciation and the Terms of Trade’’, in 
Wirtschaftliche Entwicklung und soziale Ordnung, ed. Lagler-Messner, (Wien, Herold, 
1953), p-150; and most recently GoTTFRIED HABERLER, A Survey of International 
Trade Theory, (Princeton, International Finance Section, Princeton University, 
1955), P-33- 

40. “*...we are using the term ‘standard of living’ as a short-hand expression 
for the volume of goods available for domestic use priced at the prices prevailing 
before the adjustment of the exchange rate’. WARREN L. Smitu, “‘ Effects of Ex- 
change Rate Adjustments on the Standard of Living’’, American Economic Review, 
vol. xiv (December 1954), p.814.—My objections to Smith’s terminology do not 
diminish my admiration for his clear analysis and exposition. 
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only if they promise a future return; this holds for foreign assets no 
less than for domestic ones. Hence, “standard of living” (if used at 
all in this context) should refer either to real income or to real con- 
sumption, but not to consumption plus a portion of investment.— 
I propose the term “‘intake”’ because it is not encumbered with older 
connotations and is analogous in construction to its counterparts, 
“output” and “‘income”’. 

The existence of an export balance implies that real intake is less 
than real domestic output; an import balance implies an excess of 
real intake over output, and thus the use of some foreign output in 
addition to total domestic output. The measurement of changes in 
real domestic output is complicated by the fact that imported raw 
materials and imported machines are used in domestic production 
and must conceptually and statistically be excluded from domestic 
output. A builder ofa simple analytical model will save himself much 
trouble by assuming that imports consist only of finished consumers 
goods. In such a model, changes in real output as well as changes in 
real intake can be measured by the use of appropriate index-number 
techniques. 

From the assumption that changes in real intake and changes in 
real output can be compared, it follows that changes in the “real 
balance of trade” can be calculated. I mention this because I pre- 
viously questioned the meaning of the notion of a change in the real 
balance of trade*?. I still have some doubts about recognizing a defi- 
nite “‘real”’ (physical) quantity unambiguously as “the’’ equivalent 
of a change in foreign indebtedness. In any case, I must leave it to 
index-number experts and national-income specialists to ascertain 
whether the difference between changes in real intake and in real 
domestic output would be an acceptable expression for a “‘change 


41. ‘““When a country has to pay increased prices for its imports and buys a 
slightly reduced physical quantity of imports, what is the meaning of an improved 
‘real’ trade balance if at the same time the balance in money terms has deteriorated? 
Or, should, perhaps, a trade balance in terms of money be translated into one in 
real terms by deflating the contracted foreign claims or debts by a price index? 
To treat exports and imports as ‘real quantities’ makes sense ; but can the difference 
between the two be meaningfully treated as a real (physical) quantity? Can what 
is essentially an increase or decrease in foreign claims or debts be regarded as 
anything but a money value, however deflated ?’’ American Economic Review, vol. XLV 


(June 1955), p. 269/270. 
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in the real balance of trade”’ and for the “‘real’’ change in indebted- 
ness which it implies*?. 

While the difference between real output and real intake can be 
identified as the balance of trade, what is the difference between real 
output and real income? Such a difference will be found only in some 
specific instances: when reparations payments and gifts are counted 
as income of the receiving country; when certain earnings from 
foreign investment are included in the income of the receiving country 
but not deducted from the real domestic output of the paying coun- 
try; when the commodity terms of trade have changed and the change 
is.reflected partly or fully in a loss of foreign assets or an increase of 
foreign debts**. 

The distinction between real domestic output and real income is 
especially important “‘if the concept of real income is refined to reflect 
welfare effects resulting from induced changes in the valuation of 
particular goods’’**. But as we have defined a change in real in- 
come—‘‘with goods and services valued at constant prices’—the 
concept is not sufficiently refined to take account of all the welfare 
effects of changes in resources use and product mix occurring under 
the stimulus of changes in relative prices. The distinction proposed 
here is designed to deal chiefly with the less subtle problems of changes 
in foreign assets and liabilities*®. For example, we can imagine a 
situation in which there is absolutely no change in physical output, 
physical intake, physical exports, and physical imports, but where 
the foreign prices of exports are reduced and/or the foreign prices of 
imports increased. A loss in foreign assets or increase in foreign debt 
would occur as a result. Hence, real income would be reduced 
although domestic output at constant prices was not changed. 

A distinction between changes in real domestic output and in real 


42. For an illustration of a problem of this sort and of possible solutions see the 
Appendix of this article. 

43. Compare also HARBERGER who, after having distinguished between 
“national production” and ‘real consumer income””’, stated that ‘‘production can 
be used as a measure of real consumer income” only ‘‘as long as the terms of trade 
do not change”’. Op. cit., p. 52. 

44. WARREN L. SITH, op. cit., p.812. 

45. HABERLER’s distinction between ‘‘national income’’ and “‘volume of pro- 
duction’’ was chiefly designed to deal with such items as ‘‘income from foreign 
investment or reparation payments’’, gifts, foreign aid. See his Survey, p. 33. 
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income will always be implicit in attempts to separate the terms-of- 
trade effects of devaluation from effects via substitution, resource 
reallocation, and increased employment. Indeed, the notion of a 
terms-of-trade effect isolated from all other effects zmplies the idea of 
a change in real income without a change in real domestic output. 
Probably this was in the back of his mind when Alexander attempted 
the isolation, and in this sense alone does his rule of an equal reduc- 
tion in trade balance and real income prevail—not as a “‘normal”’ 
equality, of course, but as a definitional one. 


Primary and Secondary Burden 


The loss which a devaluing country suffers if the net terms of trade 
are worsened as a result of devaluation is often referred to as the 
“secondary burden” which is imposed on the country in addition to 
the “primary” or “basic burden” implied in the improvement of the 
trade balance because of the reduction it involves in the quantities 
of goods available for consumption and investment in the country. 

The primary burden is obviously the reduction in real intake that 
is unavoidable when the “real import surplus”’ is reduced with con- 
stant real domestic output*®. If the secondary burden is seen as an 
added reduction in intake due to worsened terms of trade*’, this 
second subtrahend can be identified only by first ascertaining the 
reduction in intake that would have taken place at constant terms of 
trade and then comparing this with the actual (total) reduction of 
intake. This is operationally impossible; moreover, domestic output 
may have changed in connection with the devaluation and the result- 
ing changes in the terms of trade; and thirdly, the adverse change 
in the terms of trade may be reflected partly or fully in a greater loss 
of foreign-exchange reserves or in a greater debt to foreigners, and 
thus need not be reflected fully or at all in a reduction in real intake. 
Thus it is inappropriate to interpret both “burdens” as reductions 
of real intake. 


46. See HasBerzer, “Currency Depreciation and the Terms of Trade’, 
loc. cit., p. 50. 

47. “‘If [depreciation] worsens the terms of trade, there will be a secondary 
burden in terms of reduced standard of living to be added to the primary burden....” 
WarrEN L. Situ, op. cit., p. 808. 
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A partial answer is to define only the primary burden as a reduc- 
tion in real intake, and to define the secondary burden as a reduction 
in real income. Even this will not eliminate all conceptual and 
operational difficulties of giving unambiguous meanings to the two 
expressions ; indeed only the third (probably the most serious) of the 
three mentioned difficulties is removed. The first difficulty, of esti- 
mating the reduction of real intake that would have taken place at 
constant terms of trade, will remain and prevent us from knowing 
the weight of the primary burden. The second difficulty will continue 
to interfere with the estimation of the primary burden because an 
increase in real output, due to increased employment or improved 
allocation, may avert some of the real-intake reduction; and it will 
interfere also with the determination of the secondary burden because 
an increase in output would offset some of the real-income reduction 
attributed to the deterioration of the terms of trade. 


Income and the Propensities to Spend 


We are now ready for the last step in this analysis: to ask how 
aggregate spending, imports, and the trade balance, will be affected 
by the changes of what was vaguely called “‘income’’. 

Having realized that changes in real domestic output, intake, and 
income may be different in magnitude and even in direction, we must 
ask which change will affect consumption, investment, imports. If an 
analysis makes use of consumption functions, of income-induced in- 
vestment, of marginal propensities to import—which is the crucial 
variable? Is investment a function of changes in real domestic output, 
real intake, or real income? Will consumption and imports be affected 
by changes in real output or real income? 

I have no hope for a quick and simple answer. I suspect that 
problems of personal and functional “‘income”’ distribution and of 
liquid asset holding will force themselves into the argument before 
much progress can be made on these questions. For it will make a 
difference who suffers a loss (or makes a gain) and in what form. 

Take the case where devaluation leads to reduced foreign prices 
of exports because exporters compete vigorously for an unchangeable 
amount of business, the foreign demand being completely inelastic or 
harnessed by import quotas. Since exporters will employ unchanged 
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quantities of resources, will produce and export an unchanged quan- 
tity of output, and will receive from the monetary authorities (in- 
cluding banks) an unchanged amount of domestic money in exchange 
for reduced amounts of foreign money, the exporters will not be 
affected in any way and will have no reason to alter their consumption 
or investment outlays. The banks, central and commercial, will have 
paid a higher price for foreign currency; but having paid out an 
unchanged amount of domestic money and thus carrying the reduced 
amounts of foreign balances at an unchanged total valuation in 
domestic money, their financial statements will not show any change. 
Imports, it is assumed, are all made for public investment projects, 
the government paying for the imports with all the foreign exchange 
the banks can supply and, for the rest, drawing on loans secured from 
foreign governments or international institutions. In brief, the un- 
questionable reduction in real income earned in the economy as a 
whole will be “‘noticed” chiefly by the government and some experts 
who record the bigger increase in foreign debt. The loss in real income 
in this case consists in a “‘mortgage on the future’’, and none of the 
present-day spenders will feel “‘propense” to change his outlays. 
Private exporters, consumers, investors, or hoarders will have un- 
changed money incomes and will pay unchanged prices in domestic 
markets. Real domestic output also is unchanged*®. 

Take another case, in which, after currency devaluation, increased 
physical exports fetch reduced proceeds in foreign money, for which 
the banks pay increased amounts of domestic money. Output at con- 
stant prices may be increased; money incomes earned by the expor- 
ters, their workers and other owners of productive resources will like- 
wise be increased; the balance sheets of the banks will show an in- 
crease in assets valued in domestic money, though worth less in terms of 
foreign money. Imports for government investment are maintained, 
though, because of the reduced foreign-exchange proceeds of exports, 
the portion financed by foreign loans is increased. Real domestic 
output is increased and real income decreased. The propensities to 
consume, to invest, and to import will in this case be based on real 


48. Yet HARBERGER made a “‘fundamental assumption’’, for all conditions he 
envisaged, ‘‘that the marginal propensities to hoard, to import, and to consume 
home goods operate not on national production per se but on ‘real consumer 
income’....’’ Op. cit., p. 52. 
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domestic output, not on real income (at least in the short run, before 
the authorities alter their fiscal and credit policies). Yet we could 
easily construct cases in which the opposite would hold because of a 
different incidence of the change in real income. 

In view of these considerations we may perhaps enter a modest 
caveat against the propensity to treat such problems exclusively with 
algebraic models on the assumption that “Y isa Yisa Yisa Y”. 


The Johns Hopkins University, Fritz MAcCHLUP 
Baltimore, Maryland (U.S.A.) 


APPENDIX 


The two hypothetical cases described below are designed to throw some light on 
the quantitative relationships between a deterioration in a devaluing country’s 
terms of trade and its real national income; and, in particular, to test the contention 
that a deterioration in the commodity terms of trade resulting from devaluation 
will “‘normally”’ worsen the trade balance and reduce the real income by the same 
amount. 

Distinctions will be made between changes in the total domestic production 
of finished goods and services valued at constant prices (‘‘real domestic output’), 
changes in the total domestic use—consumption plus home investment—of goods 
and services valued at constant prices (‘‘real intake’’), and changes in the total 
amount of real income earned, taking account of changes in foreign assets and 
liabilities arising from current transactions (“‘real income’’)?. 

Our assumptions will be deliberately designed to yield adverse changes in the 
terms of trade; indeed, the relevant elasticities in international markets will be 
assumed to be so unfavorable to the devaluing country that the plot is set for 
virtual atrocity stories. 

In order to isolate the terms-of-trade effect from any idle-resources effect, we 
shall assume total employment to be unchanged throughout the tests. And in order 
to avoid the complications connected with the notion of “‘aggregate’’ or “‘average”’ 
elasticities of supply or demand for exports or imports of changing composition, 
we may assume a country with only one export good and only one import good. 
In order to simplify the price index problem we may assume that the import good 
is a finished good. 

For our numerical illustrations the social accounting statement before devalua- 
tion is supposed to look as follows: Domestic consumption and investment, or 
“real intake”’, A, is 100; export, X, is 20; import, M, is 30. Thus the trade balance, 
___ 1. The easiest way to visualize the difference between changes in real domestic output and in real income 
is to assume a case where nothing changes but the relative prices of exports and imports, all physical quantities 


remaining unchanged; thus domestic finished output at constant prices would be unchanged, but foreign 
indebtedness would be changed. 
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B, is —10; and total output, Y, is go. The ‘‘income equation’’ would be Y= 100 
+ (20 — 30) = go. 

The currency of this country is now devalued by 1 in terms of foreign money, 
that is, the price of foreign money is raised by 14 in terms of domestic money. 


First Case 


The supply of exports is elastic, but the foreign demand for them has an elasticity 
of zero. The increased domestic value of foreign money makes export orders more 
attractive to the vigorously competing exporters until they have bid down the 
foreign price so much that the domestic price is the same as before devaluation. 
Hence, the foreign price will be decreased by 4. Total proceeds from exports (in 
unchanged physical volume) will be reduced by 25% in foreign money, and un- 
changed in domestic money. 

The foreign supply of imports is assumed to be perfectly elastic and, therefore, 
available only at an unchanged foreign price. The domestic price will thus be 
increased by 14. If the demand for imports is completely inelastic, an unchanged 
quantity will be bought for an unchanged amount of foreign money, for which 
33-3°% more must be paid in domestic money. 

The results on the trade balance—before there are any income-induced 
(secondary) changes in expenditures—may be tabulated as follows: 














Trade: In physical volume | In foreign money | In domestic money 
Exports: unchanged reduced unch~ aged 
Imports: unchanged unchanged increased 
Balance: unchanged deteriorated deteriorated 




















There are no changes in physical production, consumption, investment, export, 
or import. “‘Real domestic output”? (go) as well as “‘real intake’’ (100) are un- 
changed. But since less foreign money is received for the unchanged physical ex- 
ports, and more domestic money paid for the unchanged physical imports, there 
must be changes in foreign and domestic indebtedness. The current losses of foreign 
balances from exchange reserves, and the current extensions of domestic bank 
loans, will be greater than before the devaluation. In the computation of real 
national income the loss of foreign balances must be accounted for, though there 
is a problem of how this increase in the deficit is to be translated into real terms. 

The domestic money value of imports is increased by 14, that is, from 30 to 40. 
Since imports are included in the sum of domestic expenditures, the “income 
equation’”’ now reads Y= 110 + (20 — 40) = go. Income at current prices is thus 
unchanged; but a physically unchanged intake is now purchased with an expen- 
diture of 110 instead of 100. This gives a general price index of 110; if we were to 
use it for deflating the money income of goa—though the procedure is somewhat 











The 
elas 
atr 
(the 


ther 
pric 
is SI 
inc1 
mol 


fore 
pric 
tha: 
imE 
of it 


trac 
exp 





inco: 
for r 
in ei 
in th 
the 1 


ever 











OF DEVALUATION UPON REAL INCOME 447 


objectionable—we would obtain a real income of 81.81. This reduction of real 
income by 8.19 is associated with the reduction in the trade balance by 10. 

Another way of computing the change in real income would be to regard the 
additional loss in foreign reserves (or increase in foreign debt) as a negative item 
in the measurement of income without bothering with any deflator. Output 
measured at constant prices is unchanged at go, but the current loss in the foreign 
position has increased from 10 to 20; hence, real income may be said to be reduced 
to 80. On this basis the reduction in real income would equal the reduction in the 
trade balance?. 


Second Case 


The chief differences between this and the previous case are that this time the 
elasticities of demand for exports and imports will not be zero, and there will be 
a transfer of productive resources from domestic uses to the production of exports 
(though no change in total employment). 

If both the supply of exports and the foreign demand for them are elastic, 
there will be some increase in physical exports, some increase in their domestic 
price, and some decrease in their foreign price. Ifthe elasticity of the foreign demand 
is smaller than unity, the proceeds in foreign money will be reduced despite the 
increase in physical volume of exports and the even larger increase in domestic 
money proceeds. 

The foreign supply of imports, let us assume, is again perfectly elastic and the 
foreign price, therefore, unaffected by the devaluation. It follows that the domestic 
price must be increased by 14. If the elasticity of demand for imports is greater 
than zero, the physical quantity imported must be reduced, and the total value of 
imports in foreign money will be reduced by the same percentage. The total value 
of imports in domestic money will be increased, unchanged, or reduced according 
as the elasticity of domestic demand is less than unity, unity, or above unity. 

The following tabulation will facilitate the comparison of the effects on the 
trade balance (again, before there are any secondary income-induced changes in 
expenditures) : 














Trade: In physical volume | In foreign money | In domestic money 
Exports: increased reduced increased 
Imports: reduced reduced increased 
Balance: **improved”’ + or 0 or — + or 0 or — 




















2. Alternative methods, more or less sophisticated, can be suggested, and some are used in official national 
income estimates. One method would use different deflators for increases in liabilities to foreign creditor and 
for reductions in claims against foreign debtors—although the worsening of the trade balance could result 
in either. What is the “real value”’ of a current loss of exchange reserves? If the loss will have to be made up 
in the future, the ‘‘real”’ loss will depend on the prices that will prevail in the future and on the way in which 
the reserves will be recovered—by increased exports, reduced imports, or a combination of the two. Thus 
every valuation of the loss of reserves implies an anticipation of a future course of events. 
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Whether the trade balance in foreign or domestic money values is improved, 
unchanged, or deteriorated will depend on relative price elasticities, particularly, 
on how much the foreign price of exports is reduced and how much the physical 
quantity of imports is reduced. 

We shall specify our numerical assumptions with an eye to simplicity of com- 
putation: let the elasticity of supply of exports be unity, and the elasticity of foreign 
demand for these exports be such that their physical volume will increase by 10% ; 
and let the elasticity of domestic demand for imports be such that the value of 
imports will change exactly by the same amount as the total value of exports. 

A 10% increase in physical exports, with the elasticity of supply being unity, 
implies that the domestic price of exports has increased likewise by 10% ; the total 
value of exports in domestic money is therefore increased by 21% (since 1.10 X 1.10 
= 1.21). The pre-devaluation value of exports was 20; exports at constant prices 
will have increased (by 10%) to 22, and at current prices (by 21%) to 24.2. 

Since the total value of imports is increased by the same absolute amount as 
the value of exports (that is, by 4.2), it must have risen from 30 to 34.2. This 
implies, with the domestic price of imports increased by 33 43%, that the physical 
volume of imports must have decreased from 30 to 25.6 at base-period prices 
(because 34.2: 1.333 = 25.6), that is, by 4.4. 

This reduction in physical imports as well as the shift of productive resources 
from domestic use to exports must have reduced the “real intake’. The increase 
in physical exports from 20 to 22 must have reduced real intake by 2 (neglecting 
any changes in physical productivity at the margin). The reduction of physical 
imports was 4.4. Together, real intake must have been cut by 6.4, that is, from 
100 before devaluation to 93.6, calculated at base-period prices. 

What happened to national income at current prices? Exports have increased 
to 24.2, imports to 34.2. Domestic consumption and investment have decreased 
by 2, owing to the shift of resources into the export industry, and have increased 
by 4.2, owing to the higher payments for imports; this makes for a net increase of 
domestic expenditures by 2.2. The “‘income equation”? now reads Y= 102.2 
+ (24.2 — 34.2) = 92.2. 

This increase in national income at current prices involves a decrease in real 
income?, Let us indulge again in the (admittedly questionable) use of the index 
of prices paid for intake to deflate money income. As we have seen, the real 
quantity of goods and services used was cut from 100 to 93.6, but the amount of 
money paid for it increased from 100 to 102.2. This would give us a general price 
index figure of 109.2 (i.e., 102.2:93.6 X 100). Using this index to deflate the money 
of 92.2 we obtain 84.4 as a measure of real income. Thus, income at base-period 
prices has declined by 5.6. 

This calculation has neglected the change in the real value of the current deficit 
in the trade balance. To be sure, the devaluation did not affect the trade balance 
in the present case, but by altering the terms of trade it affected the real value of 


3. Real domestic output has not changed, since the only alteration was a small transfer of production 
from domestic to export industries. The reduction in real income in the sense here used occurred because a 
drastic reduction in intake was not accompanied by any decline in the current loss of foreign assets (or 
increase in debt). 
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the unchanged deficit from current transactions. A given loss of foreign claims or 
increase in foreign debt means less in real terms when prices are higher, and more 
when prices are lower. Since domestic prices are higher but foreign prices are lower, 
the decision about the most ‘‘rational’’ deflator for the foreign balance is perhaps 
a moot question. 

Perhaps the figure computed above does not correspond to what Alexander 
regarded as the terms-of-trade effects upon real income, particularly since our 
calculation included the effects of a shift of resources. But even very different 
methods of calculation will probably not alter the general end results of this case: 
a substantial reduction in real income (5.6), about the same reduction in real 
intake (6.4), and a zero change in the trade balance. The notion that real income 
and trade balance would be reduced by the same amount is flatly contradicted. 


SUMMARY 


The question how currency devaluation would affect the net terms of trade has 
been debated for many years, chiefly because one wanted to know what this 
change in the terms of trade would do to real national income, and also how this 
income change in turn would alter the trade balance. Yet, changes in the net terms 
of trade can have determinate effects on real income only if the productivity of 
resources is unchanged, and devaluation usually affects productivity through the 
resource reallocation which it induces; indeed, where there is no such reallocation 
the net terms cannot be affected by devaluation. Hence, even if the net terms. 
should be adversely affected by devaluation, this may be associated with an 
improved use of resources which raises productivity enough to cause real national 
income to be increased rather than reduced. A deterioration of the net terms of 
trade may sometimes be a pre-condition for an increase in real national income as 
well as for an improvement in the balance of trade. The presumption is strong 
that the devaluation of an overvalued currency will lead to a more efficient 
allocation of resources. The contention that a deterioration of the net terms of 
trade will normally cause a reduction of the real national income and a worsening 
of the balance of trade by equal amounts must surely be rejected. 

The conceptual identity between real output and real income cannot be 
maintained when the terms of trade change. Clear analysis of the problems under 
discussion requires distinctions between “‘real output’’, ‘“‘real intake’’, and ‘‘real 
income’’. If the idea of a ‘‘change in the real balance of trade”’ is to make sense, it 
must relate to the difference between changes in real domestic output and real 
domestic intake. The socalled ‘‘primary burden’’ of devaluation may be inter- 
preted as the fall in real intake when real output and terms of trade are unchanged; 
if there is any “‘secondary burden’’, it need not be another reduction in real 
intake, but rather a reduction in real income. Since real output and real income 
may move simultaneously in different directions, it becomes necessary to ask on 


3 
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which of them the spending propensities—investment, consumption, imports, 
hoarding—are based. Depending on the incidence of changes in “‘income’’, it will 
sometimes be real output, sometimes real income that will determine expenditures. 
Yet in most algebraic models there is just a simple Y for both. 


ZUSAMMENFASSUNG 


Die Wirkungen einer Wahrungsabwertung auf das Realaustauschverhdltnis, das Realein- 
kommen und die Handelsbilanz. Das Problem der Folgen der Wahrungsabwertung 
fiir das Realaustauschverhaltnis zwischen Aus- und Einfuhrgiitern ist nun Jahre 
hindurch diskutiert worden, hauptsachlich weil man wissen wollte, wie eine Ver- 
anderung der Austauschrelation auf das reale Volkseinkommen wirken wiirde, 
und dann auch, wie diese Einkommensanderung ihrerseits wiederum die Handels- 
bilanz beeinflussen wiirde. Anderungen im Realaustauschverhaltnis im Aussen- 
handel kénnen jedoch nur dann bestimmenden Einfluss auf das Realeinkommen 
haben, wenn die Produktivitat der Produktionsfaktoren unverandert ist; nun ver- 
andert aber eine Abwertung die Produktivitat durch die Neuverteilung der Pro- 
duktionsfaktoren, die sie mit sich bringt; eine solche Neuverteilung muss immer 
stattgefunden haben, wenn das Realaustauschverhiltnis infolge einer Abwertung 
verandert ist. Selbst wenn sich also die Realaustauschrelation fiir Aussenhandels- 
giiter infolge der Abwertung verschlechtert haben sollte, so kann damit eine ver- 
besserte Verwertung der Produktionsmittel verbunden sein und mithin eine 
solche Produktivitatssteigerung, dass das reale Volkseinkommen nicht fallt, son- 
dern steigt. Eine Verschlechterung des Realaustauschverhaltnisses zwischen Aus- 
fuhr- und Einfuhrgiitern kann sehr wohl eine Vorbedingung nicht nur fiir die 
Verbesserung der Handelsbilanz, sondern auch fiir die Erhéhung des realen Volks- 
einkommens sein. Man kann mit Zuversicht voraussetzen, dass die Abwertung 
einer iiberwerteten Wahrung zu einer ergiebigeren Verteilung der Produktions- 
faktoren fiihrt. Die sonderbare Behauptung, dass eine Verschlechterung des Real- 
austauschverhaltnisses normalerweise eine Senkung des Realeinkommens und 
eine anfangliche Verschlechterung der Handelsbilanz um den gleichen Betrag ver- 
ursacht, muss entschieden zuriickgewiesen werden. 

Realprodukt und Realeinkommen kénnen nicht als identische Gréssen be- 
trachtet werden, wenn sich das RealaustauschverhAltnis im Aussenhandel andert. 
Eine klare Behandlung der hier erérterten Probleme ist nur méglich, wenn man 
zwischen « Realprodukt», « Realauf brauch » (real intake) und « Realeinkommen» 
unterscheidet. Wenn es éiberhaupt einen Sinn hat, von einer Veranderung in der 
«realen Handelsbilanz» zu sprechen, dann bloss als der Differenz zwischen Ver- 
anderungen im Realprodukt und Realaufbrauch. Die sogenannte «primare Be- 
lastung», die ein abwertendes Land zu tragen hat, kann als eine Senkung des 
Realaufbrauchs bei unverandertem Realprodukt und unverandertem Realaus- 
tauschverhaltnis aufgefasst werden. Falls es noch eine «sekundare Belastung» zu 
tragen gibt, so muss sich dies nicht in einer weiteren Senkung des Realaufbrauchs 
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auswirken, sondern unter Umstanden bloss in einer Senkung des Realeinkom- 
mens. Da sich das Realprodukt und das Realeinkommen gleichzeitig in verschie- 
dener Richtung bewegen kénnen, muss man sich fragen, auf welcher dieser beiden 
Gréssen die Ausgabeneignung — Investition, Konsumtion, Einfuhr, Hortung — 
eigentlich beruht. Ob es Anderungen des Realprodukts oder des Realeinkom- 
mens sind, welche die Anderungen in den Ausgaben bestimmen, kann davon ab- 
hangen, wer von der Veranderung am meisten betroffen wird. In den meisten 
algebraischen Modellen gibt es dennoch nur ein einziges Symbol fiir beide Gréssen. 


RESUME 


Les effets de la dévaluation sur les « termes d’échange», le revenu réel et la balance commerciale. 
Le probléme des conséquences de la dévaluation monétaire pour les «termes 
d’échange» (rapport entre les prix 4 l’exportation et ceux a l’importation) a été 
discutée depuis des années, principalement parce qu’on recherchait comment une 
modification de ce rapport.se répercuterait sur le revenu national réel et aussi 
comment cette modification des revenus influencerait 4 son tour la balance com- 
merciale. Des modifications dans les termes d’échange ne peuvent toutefois avoir 
une influence déterminante sur le revenu réel que si la productivité des facteurs de 
production demeure inchangée; mais une dévaluation modifie la productivité par 
la nouvelle répartition des facteurs de production qu’elle apporte. Si donc les 
termes d’échange se sont modifiés par suite d’une dévaluation, une telle répartition 
nouvelle des facteurs de production s’est produite nécessairement. Par conséquent, 
méme lorsque les termes d’échange auraient empiré en raison de la dévaluation, 
cela peut étre conjugué a une meilleure mise en valeur des moyens de production 
qui élévent la productivité suffisamment pour que le revenu national réel ne soit 
pas réduit mais plutét accru. Une déterioration des termes d’échange peut étre 
parfois une condition préalable non seulement pour |’amélioration de la balance 
commerciale, mais aussi pour celle du revenu national réel. Il y a de fortes pré- 
somptions que la dévaluation d’une monnaie surévaluée conduise 4 une réparti- 
tion plus rentable des facteurs de production. L’argument selon lequel une dété- 
rioration des termes d’échange cause normalement un fiéchissement du revenu 
national réel et une détérioration initiale de la balance commerciale pour un 
méme montant doit étre résolument écarté. 

Produit réel et revenu réel ne peuvent plus étre considérés comme des concepts 
identiques, lorsque les termes d’échange se modifient. Une analyse claire du pro- 
bléme en question n’est possible que si l’on distingue entre « produit réel», «utili- 
sation réelle» (real intake) et «revenu réel». Pour que la notion de modification 
de la « balance commerciale réelle » ait un sens, il ne peut s’agir que de la différence 
entre les modifications intervenues dans le produit national réel et l’utilisation 
nationale réelle. La «charge primaire» de la dévaluation qu’un pays dévaluateur 
doit supporter, peut étre interprétée comme un fléchissement de l’utilisation glo- 
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bale réelle, le produit réel et les termes d’échange demeurant inchangés. Au cas 
ou une «charge secondaire» doit encore étre supportée, cela ne se traduira pas 
nécessairement par un nouveau fléchissement de l’utilisation globale réelle, mais 
plutét par une réduction du revenu réel. Vu que le produit réel et le revenu réel 
peuvent se mouvoir simultanément dans une direction différente, on doit se de- 
mander sur laquelle de ces deux grandeurs est véritablement fondée la propension 
a dépenser — investissements, consommation, importations, thésaurisation. Les 
modifications dans les dépenses sont-elles déterminées par les modifications du 
produit réel ou par celles du revenu réel? Voila qui peut dépendre de la question 
de savoir qui sera le plus fortement touché par le changement. Dans la plupart 
des modéles algébriques, il n’y a néanmoins qu’un seul symbole pour les deux 
grandeurs. 





=) 


1S 


di 


cc 











A NEW ECONOMIC HISTORY 
OF ENGLAND AND THE TASK 
OF THE ECONOMIC HISTORIAN* 


Professor Ashton is one of the most distinguished of English economic 
historians and a student of the 18th century. In this book, he appears 
both as a narrator and analyst of the economic events of that century 
and as the editor of a new comprehensive economic history of Eng- 
land by several hands. This new economic history will cover in five 
volumes the economic development of England from the early 
Middle Ages to 1939. There has been no such attempt to write the 
whole story on this scale for many years, and the venture prompts 
a number of reflections and speculations, not only upon Professor 
Ashton’s volume, but also on the scope and plan of the enterprise 
of which it is a part. 

The general object of these histories is explained with his usual 
lucidity and definiteness by Professor Ashton in his preface. It is 
“to find answers (partial and provisional though these must be) to 
the questions economists ask, or should ask, of the past’’. There is 
presumably another reason also for writing economic history namely, 
to cast light on the movement of history. However, Professor Ashton’s 
definition of his aim and that of his colleagues is reasonable and 
intelligible; it comes aptly from one who was an economist before 
he became an historian, who has been and is a leading member of 
the London School of Economics. His definition of the economic 
historian’s task provides the key to his treatment of one of the most 
interesting centuries in modern English economic history. 

This is, it should be said, an account admirably up to date in its 
material. Professor Ashton has a complete grasp of his subject. He 
is a man of practical mind who thoroughly understands the con- 
ditions of business. He knows the national economic geography and 
writes excellently about regional problems in the history of an age 
when regional influences counted for much. The “reality, clarity and 
common sense” which he refers to as among the leading qualities 


* A Comment on T.S. Ashton, An Economic History of England: The 18th Century, 
London 1955, Methuen, 257 p., 18s. 
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of the 18th century are also his own. With the aid of a style 
concise, dry, clear and witty, he has produced what is certainly 
the best account in English of the economic events of the 18th 
century. 

When, however, one compares it with the past literature of the 
subject, from Toynbee and Cunningham onwards, one is left both 
with the feeling that a great advance of knowledge has been made 
in the last generation and with a certain disappointment. Why should 
this be? 

Perhaps the beginning of an explanation is to be found in Professor 
Ashton’s conception of his task. The economic historian, we are told, 
is to try to answer the questions which an economist would ask of 
the past. What questions would these be, confronting a modern 
economist with the 18th century? Surely the questions of economic 
growth, seeing that that century saw the beginning of developments 
in the wealth of nations, not least of Britain, such as had not been 
seen in Europe for centuries. 

Now one may well doubt, to start with, whether the kind of 
questions which an economist would ask about economic growth can 
be answered at all, as far as the 18th century is concerned. The 
fundamental relations between income and savings, between capital 
accumulation on the one hand and consumption on the other, or 
again between the distribution of wealth, in the form of wages and 
profits, and its use for future expansion of income and for other 
purposes, are so ill known statistically that it becomes hard to say 
except in the most general terms why the national economy de- 
veloped at the rate and in the direction it did. The vital movements 
and interactions of things are concealed from us, probably for ever, 
by a want of essential information. 

The temptation is therefore strong to fall back upon the history 
of economic organisation, rather than that of economic growth, to 
which the problem of organisation, though relevant, is incidental. 
The inducement to do so is all the stronger if one is comparatively 
little impressed, as Professor Ashton appears to be, by the modern 
literature of economic growth and disposed to feel, as he evidently 
does, that no one has written better on these things than Adam Smith. 
This is a point of view for which there is something to be said and 
this is what Professor Ashton appears to have done. It follows that 
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there is no discussion here, except for interesting incidental remarks, 
of those fundamental propensities towards innovation and economic 
change, which have provided economists and sociologists with so 
much fascinating material for speculation over the last forty years. 
Professor Ashton’s picture of the entrepreneur owes little to Schum- 
peter and his comments on religious nonconformity in relation to 
what has been called the capitalist spirit owe equally little to Max 
Weber. What one is provided with is an admirably clear Adam 
Smithian description of markets—they determine the structure of 
the book, which is arranged by topics, such as agriculture, manu- 
factures, money and banking, and labour—in relation to those devices 
of improved organisation and technical change by which increasing 
returns were obtained. Considering its omissions, this is an economic 
history written, one might almost say, without reference to the 
supreme variable, man. 

The picture is however consistent and convincing, within the 
limits which Professor Ashton has chosen for himself. After all, an 
historian is not an economist. His business is to bring back the past 
in such a way that we understand it. So long as he does this, it is no 
reproach to him if he does not hang his historical coat upon every 
peg which the peg-making tribe of economists may offer. The world 
which Professor Ashton recreates is real and it is intelligible, to the 
extent that it is moved by economic processes which the author 
explains to us. There can be no doubt that he has recovered an 
important strand in the economic history of England—that strand 
of conscious continuity, of little-by-little improvement and change 
which made it possible for the men of that century to effect a revo- 
lution in economic conditions, without acknowledging or even being 
aware that they had broken with the past. 

Anyone who has worked in the records of that age will accept this 
as corresponding to something very true about it. But the sense of 
disappointment will remain. Not everything has been explained that 
needs to be explained. The strand of innovation was as real and as 
continuous in the life of that century as the strand of continuity. Is 
it not strange that in one small country in the world these changes 
should have taken place at all? It matters little that Professor Ashton 
does not refer to the modern literature of economic change; it matters 
more that one closes his book feeling that the problem of economic 
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growth has somehow or other nowhere been squarely faced, even if 
one grants that when faced it is likely to prove insoluble. 

One result of Professor Ashton’s choice of his terms of reference 
and his decision to stress deliberately the continuity of economic life 
in the 18th century is that one is left in the end uncertain about the 
significance of the years after 1782. Professor Ashton brings out better 
than anyone else the influence of the long preparatory changes of 
the first 80 years of the century. He also makes it clear that some- 
thing remarkable, by no means to be explained wholly in terms of 
continuity, happened not at the beginning of the reign of George m 
but after the American War. Now surely, this quickening pace of 
economic development corresponds to what economists have chris- 
tened somewhat absurdly the “‘take off period” in the growth of an 
economy, when a fast rising rate of investment, matched with a 
swiftly growing demand, is expanding national income? Ifthere is any 
period in English history in which an industrial revolution may be 
judged to have occurred, measured not by a few technical changes 
but by the comparatively rapid transformation of the economy as a 
whole and the accompanying changes in social life, it would pre- 
sumably be here, somewhere between 1782 and the 1820’s. The 
character of these last 20 years of the century is however nowhere 
thoroughly discussed, perhaps because Professor Ashton chose to 
stop his narrative at 1800. One is left in doubt on the proportions of 
the 18th century as a whole. 

It is a further result of the structure which Professor Ashton has 
chosen for his book that the discussion of fluctuations in the process 
of growth is divided up between the markets which these fluctuations 
affected. Much of the interest of fluctuations lies however precisely 
in the fact that they tended to be fluctuations of the whole economy, 
agriculture, trade and industry moving together. No one has done 
more to bring out the character of these fluctuations of the 18th 
century than Professor Ashton himself and it seems unfortunate that 
the reader is left without his final judgement on their significance in 
the developing economy of the time. (One cannot accept as a final 
judgement the passing obiter dictum at the end of chapter one that the 
violence of fluctuations was due less to the speculation of producers 
and traders than to the operation of the usury laws; which may have 
been true, but leaves a great deal unsaid.) 
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His brother economic historians and economists may feel a little 
disappointed that Professor Ashton has been so coy about matters 
which interest some of them very much, such as the relation between 
economic developments and the structure of society and the question 
of fluctuations. But that this abstinence from discussion lies in his 
conception of the subject matter of economic history and of the 
economic historian’s task may be seen in his handling, which is 
equally economical, of the social consequences of industrialization. 

Just as Professor Ashton avoids in his discussion of the origins of 
the growth of industrial output anything but an incidental handling 
of the relations between economics and society, so too he avoids 
going into the social consequences of industrial change. It can, of 
course, be said that there are in existence other books which handle 
these things at length and Professor Ashton is careful to make it clear 
that he is not writing a definitive treatise. It is also true that much 
that has been written about the Industrial Revolution is in the nature 
not of economic history at all but of social, not to say of political 
history. The Webbs and the Hammonds represent, for example, the 
England of 1894 and 1911 criticizing the England of 1800 and their 
views are proportionately “‘dated”’. 

No doubt this is so and it is natural to try to avoid the exaggerated, 
over-written and simplified accounts of the social aspects of the 
Industrial Revolution fashionable a generation ago. But it seems 
doubtful whether the best way of doing this is to decline to write 
social history altogether, contenting oneself as Professor Ashton seems 
inclined to do with a reference to the undoubted gain in real income. 
After all, granted the limited view that economic history is nothing 
more than the history of income-making and income-spending, and 
that it must be faithful to these subjects as its material, has income 
any real meaning, considered apart from the kind of society in which 
income is produced, distributed and spent? By his careful avoidance 
of what Schumpeter used to call economic sociology (he believed it 
was a legitimate part of economic analysis), Professor Ashton avoids 
some old intellectual and moral muddles in the writing of 18th 
century economic history, but he also loses the possibility of clearing 
them up by a new synthesis. 

He also leaves his successors in this series with some serious un- 
explained problems on hand. Much of the interest of British economic 
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history in the 19th century lies in seeing how far society and the state 
coped successfully with the tremendous stresses and strains produced 
by industrialisation taking place in the heart of an old society. A 
reader might rise from this volume hardly suspecting that there is 
any serious penalty to be paid for pouring an uncommon quantity 
of new wine into old bottles. The general historian might also feel 
that this particular economic history of the 18th century remains 
hard to put into any easy relation with what he already knows of 
the social and political history of the century that followed and not 
least with the feeling he gets in turning over the literature of the 
1820’s and 1830's of a society beginning to struggle with new prob- 
lems of social organisation and economic policy. 

The question which Professor Ashton’s book raises in an acute and 
interesting form is the old one: what is economic history? What one 
wonders is whether this kind of economic history, with all its virtues 
of clarity and restraint, can answer some of the questions in which 
economist and historian are deeply interested nowadays. Professor 
Ashton remarks that he has said little of technology, of policies and 
ideas, Capitalism, Mercantilism and Imperialism—terms which he 
thinks have blurred rather than sharpened our vision of the past. 
One can sympathize with an historian’s deliberate reaction against 
big, over-simple, dominating abstractions. Yet it may be that what 
we most need is not an economic history which shuns general ideas, 
still less one which merely repeats the old interpretations, but rather 
one which leads us, no doubt indirectly rather than directly, to 
rethink what interpretations exist. In a dogmatic world, general ideas 
might then be restored to the place which they ought to hold in the 
writing of history, as the servants instead of the masters of the 
historian. 


University of Birmingham W. H. B. Court 
(United Kingdom ) 
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SUMMARY 


First the article points out the excellence and the limitations of Professor Ashton’s 
volume of a new economic history of England and gives his definition of its task: 
to find answers to the questions which economists ask or should ask of the past. 
What are these questions and can they be answered for England in the eighteenth 
century? The problems of economic growth: An adequate treatment of these 
would require a fuller picture and a more complete analysis of English society 
between 1700, and 1800 than Professor Ashton permits himself. The structure of 
the book tends to lean towards questions of economic organisation without much 
reference to long-term change and recent controversies among economists. The 
social consequences of industrialization are of much interest to the general 
historian and the politician; but they are similarly handled with a marked econo- 
my of discussion. The old melodramatic history of the Industrial Revolution is 
discarded here, but the picture of a society in process of violent economic change 
remains undrawn;; this is perhaps to be done in a later volume. 

Professor Ashton’s book represents a reaction against old general views but 
avoids the substitution of new ones. The present position of economic history calls 
however not only for a critique of interpretations, but also for reinterpretation. 
The special difficulty of economic history lies in the need somehow to reconcile the 
economist’s and sociologist’s need to analyse in terms of general concepts with the 
historian’s duty to recreate from original sources the unique historical situation 
which it is his wish to narrate and to explain. 


ZUSAMMENFASSUNG 


Eine neue Wirtschaftsgeschichte Englands und die Aufgabe des Wirtschaftshistorikers. Der 
Artikel weist zunachst auf die Vorziige und Grenzen von Professor Ashton’s Band 
zu einer neuen Wirtschaftsgeschichte Englands hin. Der Autor definiert seine 
Aufgabe folgendermassen: Antworten zu finden auf die Fragen, welche vom 
Okonomen an die Vergangenheit gestellt werden oder gestellt werden sollten. 
Welches sind diese Fragen, und kénnen sie fiir das England des 18. Jahrhunderts 
beantwortet werden? Die angemessene Behandlung der Probleme des wirtschaft- 
lichen Wachstums wiirde ein vollstandigeres Bild erfordern und eine umfassendere 
Analyse der englischen Gesellschaft zwischen 1700 und 1800 als Professor Ashton’s 
Konzeption dies erlaubt. Der Auf bau des Buches neigt eher Fragen der Wirtschafts- 
organisation zu, ohne sich stark auf langfristige Wandlungen und die jiingsten 
Auseinandersetzungen unter den Okonomen zu beziehen. Die sozialen Kon- 
sequenzen der Industrialisierung sind fiir den Historiker und den Politiker von 
grossem Interesse, aber auch sie erfahren eine auffallend knappe Behandlung. Die 
alte «melodramatische» Geschichte der industriellen Revolution wird hier auf die 
Seite geschoben, doch das Bild der im Prozess starker wirtschaftlicher Anderungen 
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befindlichen Gesellschaft wird nicht gezeichnet; dies ist vielleicht einem spateren 
Band vorbehalten. 

Professor Ashton’s Buch stellt eine Reaktion dar gegen bestehende allgemeine 
Ansichten, lasst aber an deren Stelle keine neuen treten. Die gegenwartige 
Position der Wirtschaftsgeschichte ruft jedoch nicht nur nach Kritik bisheriger 
Interpretationen, sondern auch nach Neuinterpretation. — Die besondere Schwie- 
rigkeit der Wirtschaftsgeschichte liegt in der Notwendigkeit, das fiir den Okono- 
men und den Soziologen bestehende Erfordernis, bei der Analyse allgemeine 
Begriffe zu verwenden, irgendwie mit der Aufgabe des Historikers in Einklang 
zu bringen, aus Originalquellen die historische Situation wieder erstehen zu 
lassen, die er erzahlen und erklaren méchte. 


RESUME 


Une nouvelle histoire économique del’ Angleterre et la tache de |’ économiste-historien. L’ article 
montre d’abord les qualités et les limites de l’ouvrage du professeur Ashton, premier 
volume paru d’une nouvelle histoire économique de |’Angleterre. L’auteur dé- 
finit sa tache de la facon suivante: trouver des réponses aux questions que l’écono- 
miste pose ou devrait poser au passé. Quelles sont ces questions et peut-on y ré- 
pondre pour |’Angleterre du dix-huitiéme siécle? Une étude appropriée du pro- 
bléme de la croissance économique exigerait une analyse plus compléte de la 
société anglaise entre 1700 et 1800 que la conception de l’ouvrage du professeur 
Ashton ne le permet. La composition du livre tend 4 incliner vers les questions 
d’organisation économique sans beaucoup se référer aux changements 4 long 
terme et aux récentes controverses entre les économistes. Les conséquences so- 
ciales de l’industrialisation sont d’un haut intérét pour l’historien et le politicien, 
mais elles sont pareillement traitées avec une grande briéveté. La vieille histoire 
mélodramatique de la Révolution industrielle a été écartée en l’occurrence, mais 
limage d’une société se trouvant dans un processus de profonds changements éco- 
nomiques n’apparait pas. Cela fera peut-étre l’objet d’un prochain volume. 

Le livre du professeur Ashton représente une réaction contre les opinions géné- 
ralement admises, mais évite d’en substituer de nouvelles. Cependant, la position 
actuelle de l’histoire économique réclame non seulement une critique des inter- 
prétations faites jusqu’ici, mais aussi une nouvelle interprétation. — La difficulté 
particuliére de l’histoire économique réside dans le besoin de consilier d’une 
maniére ou d’une autre la nécessité pour les économistes et les sociologues d’ utiliser 
dans leurs analyses des concepts généraux avec la tache de l’historien de recréer, 
en partant des sources originales, la situation historique qu’il désire raconter et 
expliquer. 

















NOUVEAUX ASPECTS DELA THEORIE 
DES PRIX ET DE LA PRODUCTION* 


La théorie classique des prix telle qu’elle a été développée par Alfred 
Marshall se réduisait 4 une théorie de ce qu’on a appelé depuis la 
concurrence pure et parfaite et 4 une ébauche de celle du monopole. 
La révolution Sraffa-Chamberlin-Robinson ne précise, tout compte 
fait, que quelques aspects de la concurrence monopolistique, du 
monopole et de l’oligopole; contrairement 4 ce qu’on croit parfois 
elle ne conduit méme pas 4 une analyse exhaustive de ces cas, puis- 
que nulle part ne sont exposés les liens qui peuvent exister entre le 
régime du marché, l’organisation juridique et interne de la firme, le 
progrés technique, etc... Nos connaissances en matiére de prix et 
production sont un peu semblables a celles qu’on aurait du relief 
du Pacifique si on ne connaissait que les terres émergées. Nulle 
surprise dés lors 4 ce que la théorie des prix soit négligée par ceux qui 
font de l’économie d’entreprise ou s’occupent de conjoncture géné- 
rale. Elle semble étre un chainon inutile dans le passage du micro 
au macro. 

Mais nous sommes peut-étre a la veille d’un renouveau de la 
théorie des prix; celui-ci semble partir 

1° d’une analyse plus poussée de la firme, des rapports réciproques 
qui existent entre l’organisation juridique et administrative de la 
firme, le choix des techniques et le régime du marché; en effet la 
courbe des coats n’est pas toujours une donnée a priori. Le niveau 
des coits dépend souvent du degré d’intégration de la firme, du 
sens et de l’amplitude des variations de la demande: une diminution 
de la demande, par exemple, incite l’entrepreneur a faire des éco- 
nomies, c’est-a-dire 4 réduire ses coits, etc.... 

2° d’une analyse des liaisons entre les marchés qui se trouvent a 
un méme stade de production, a des stades successifs ou a des stades 
décalés (économies externes). Cette étude de la structure de la pro- 


* Article sur Business Concentration and Price Policy. A Conference of the Uni- 
versities-National Bureau Committee for Economic Research. (A Report of the 
National Bureau of Economic Research, New York.) Princeton 1955, Princeton 
University Press. 514 p. $ 9.00. 
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duction est aussi importante sinon plus que celle du régime du 
marché; rien n’interdit de penser qu’en courte et peut-étre méme en 
longue période les prix, la qualité et les coats d’un produit dépendent 
beaucoup plus de la production sur les marchés adjacents que de 
Porganisation ou méme des changements d’organisation sur ce 
marché; 

3° d’une analyse des cas intermédiaires — les plus fréquents — dans 
létude des marchés; celle-ci devant s’efforcer, entre autres choses: 

— de préciser les réactions possibles de l’entrepreneur: change- 
ments de prix, de qualité, prise de participations, de brevets, etc...., 
qui dépendent 4 la fois de la nature du produit, des méthodes de 
production et de l’organisation spontanée ou étatique de la pro- 
duction; 

— de préciser les localisations possibles de ces entrepreneurs: ven- 
dent-ils des produits semblables ou plus ou moins différenciés? 
Elaborent-ils le produit 4 un seul stade de la production ou 4 plu- 
sieurs? Les uns et les autres se trouvent-ils 4 tous ces stades de pro- 
duction ou non? Utilisent-ils les mémes processus de fabrication? 
Leurs autres productions sont-elles situées dans des industries diffé- 
rentes? La réponse a ces questions permettant de préciser |’efficacité 
des différents coups et la force, donc dans une certaine mesure, la 
stratégie des diverses firmes: A faisant 50% du marché peut étre plus 
faible que B qui n’en fait que 30% si ce dernier est plus intégré et 
livre 4 A des demi-produits ou des matiéres premiéres nécessaires a 
sa production ou s’il a de nombreuses activités que A n’a pas; 

— d’utiliser une nouvelle logique capable d’expliquer le comporte- 
ment des entrepreneurs a |’égard de leurs co-contractants et con- 
currents; dés maintenant la théorie des jeux est applicable; elle per- 
met dans certains cas de jeter un pont entre certaines constatations 
empriques et certains principes généraux simples vers lesquels on 
doit toujours tendre; de montrer par exemple que compte tenu d’un 
certain degré de différenciation des biens et d’une certaine capacité 
de production, un duopoleur doit s’attendre a ce que son concurrent 
réagisse quand il baisse ses prix, non quand il les hausse, —- que compte 
tenu des mémes données que ci-dessus le meilleur moyen de maximer 
les bénéfices dans certains cas est de faire varier les prix en proportion 
des éléments communs des coats. La théorie des jeux permet donc de 
retrouver la courbe coudée et la marge fixe dégagées par les études 
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empiriques, de les fondre en une théorie générale, de préciser les cas 
ou elles se rencontrent et d’affiner la présentation car, contrairement 
a la présentation banale de la courbe coudée, le prix n’est pas — dans 
la zone critique — indépendant du coat mais au contraire fonction 
des éléments de coat communs aux deux entrepreneurs. Ceci serre 
de plus prés les enquétes statistiques et traduit bien les différences 
de réaction d’une part aux variations de la demande globale qui 
n’entrainent pas souvent de changements de prix et d’autre part 
aux variations de coits qui entrainent souvent de tels changements'. 

La nouvelle théorie des prix enfin partira peut-étre 

4° d’une théorie des organisations qui permet de montrer comment 
s'acquiert l’autorité et se forment les décisions dans les différents 
groupes sociaux que constituent les différents types de firmes, de 
trusts et cartels, quelle est leur efficacité pour une série de taches 
données suivant le nombre de personnes, le degré d’autonomie des 
différents services et leur agencement hiérarchique. 

Peut-étre serait-il alors possible d’élaborer une théorie générale 
des prix et de la production; car prix et production sont en effet 
aussi étroitement liés que deux faces d’un dé puisque le prix est un 
des moyens d’agir sur la production et réciproquement. D’utiliser 
celle-ci pour la conjoncture, la croissance et de présenter dans nos 
manuels en un tout homogéne lorganisation de la production, la 
concentration et la formation des prix qui sont traités respective- 
ment d’une maniére l’une descriptive, l’autre inductive, la derniére 
déductive. 

De nombreuses et belles pierres pour un tel édifice viennent d’étre 
rassemblées lors d’une réunion d’économistes bien connus des Uni- 
versités américaines et du National Bureau of Economic Research 
dont les douze exposés suivis des contre-exposés viennent d’étre 
publiés?. 

Axés sur les effets de la concentration, leur teneur dépasse de 
beaucoup ce cadre. Ces exposés ou leur recoupement précisent en 
effet: 


1. Nous prions le lecteur de nous excuser de ne pas apporter ici une démonstra- 
tion systématique qui dépasserait le cadre imparti. On peut le faire 4 partir de 
notre intervention au Congrés des Economistes de langue frangaise de 1954 - 
Fascicule polycopié publié par Domat-Montchrestien, Paris 1954. 

2. Business Concentration and Price Policy, op. cit. 
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Le concept d’industrie 


Comme le concept de marché il comporte une certaine dose d’ar- 
bitraire et d’incertitude; l’industrie est en effet définie par les auteurs 
comme |’ensemble des établissements 

— ou fabriquant un méme produit, 

— ou fabriquant les mémes produits, 

— ou utilisant un méme processus de production. 

Cependant bien qu’empreint d’incertitude et d’arbitraire, ce 
concept nous semble d’une grande utilité; comme cadre d’analyse il 
est plus prometteur que celui du marché; il ne comporte pas plus 
d’arbitraire que lui; mais il permet d’analyser les rapports entre 
firmes «concurrentes» d’une maniére plus approfondie puisque 
dans les différents régimes intermédiaires l’opposition a trés souvent 
lieu 4 différents stades de la production et qu’il suggére l’importance 
du contréle des débouchés et de l’approvisionnement des matiéres 
premiéres. De plus il est tout indiqué pour l’analyse de la croissance 
de la firme, des rapports entre les différents marchés et la construction 
des tableaux 4 la Leontief. 


LV’ étude des rendements 


La lecture de plusieurs exposés montre et suggére que le rendement 
ne dépend pas seulement d’éléments techniques: spécificité de cer- 
tains facteurs, degré de divisibilité et de complémentarité de I’en- 
semble des facteurs, mais aussi de certains faits humains. L’étude de 
ceux-ci nous semble pouvoir étre précisée en indiquant que les 
rendements dépendent dans une large mesure 

— de la cohésion et du dynamisme interne des différents services 
qui accroissent la productivité de l’atelier, l’établissement comme le 
montrent les différentes études de sociologie industrielle ; 

—de l’intégration sociale qui supprime les antagonismes entre 
cadres et exécutants et pousse a l’accroissement de la productivité; 
c’est une économie externe qui est toujours négligée; 

— de l’intégration économique des différentes firmes, du degré de 
dépendance des différents services et établissements au siége social 
qui ont pour effet d’améliorer la coordination des différents services 
mais d’accroitre aussi les frais d’encadrement; d’ou — entre certaines 
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limites — une diminution des coats des productions de masse et une 
augmentation des codats des productions a l’unité; 

— du passé de la firme qui la laisse avec un passif financier plus 
ou moins élevé, une expérience, un entrainement plus ou moins 
grand et qui la pousse a choisir le processus de production A moins 
productif que B parce qu’elle posséde par son activité passée une 
partie de l’équipement; 

— des anticipations de la demande des années futures qui l’obligent 
a essayer d’amortir les investissements sur une production annuelle 
plus ou moins élevée; 

— de la taille et de son appartenance 4 un groupe économique 
donné qui lui permet d’obtenir des ressources réelles ou financiéres a 
un cout donné, et l’incite a utiliser telle matiére premiére ou tel brevet 
de préférence a tout autre parce qu’ils sont contrdlés par le groupe; 

— de économie ou elle est située qui lui permet ou non de tra- 
vailler sans goulot d’étranglement et lui suggére ou lui rend facile- 
ment assimilable par l’enseignement général, professionnel et la 
«Kultur» certaines techniques qui ne le sont pas forcément dans le 
pays voisin. 

Ceci noté, il est facile de retrouver — entre autres — deux constata- 
tions des auteurs: 

1° que le niveau des coats ne dépend pas seulement du niveau 
de la production mais aussi de ses variations; l’accroissement de la 
production implique des mises en route, un certain relachement de 
effort et entraine par 1a une hausse des coats qui peut compenser 
effort d’équipement; la diminution implique la menace de faillite, 
de chémage, et incite par 1a 4 un effort d’imagination et physique plus 
grand qui conduit a une compression des coits qui peut compenser 
la répartition des charges fixées sur un plus petit nombre d’unités, et 

2° résultant de ces tendances, «l’horizontalité» de la courbe des 
colts sur un large espace, la courbe en « U» n’étant qu’un cas parti- 
culier qui traduit plus les tendances psychologiques ou artistiques de 
’économiste que la réalité. 


La mesure de la concentration et du degré d’intégration des firmes 


La plupart des études récentes veulent caractériser la concentration 
par un indice; c’est impossible comme le soulignent les participants 


4 
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a la conférence. La mesure de la concentration suppose en effet le 
choix 

— d’un cadre d’analyse, industrie, marché, économie, nettement 
précisé puisque le degré de concentration dépend logiquement de 
extension du cadre: plus par exemple la définition de l'industrie 
sera large, plus il y aura de firmes et plus le degré de concentration 
sera faible; 

— d’unités: établissement, firme et selon nous groupe; 

— de caractéristiques de l’importance de l’unité: chiffre d’affaires, 
valeur ajoutée, main-d’ceuvre employée, actif net; 

— d’indices de taille: taille absolue, taille relative du plus grand 
ou des N plus importants, dispersion des tailles ; 

— dindices de localisation: production homogéne ou hétérogéne 
a un ou plusieurs stades, dans une ou plusieurs branches, liées ou 
indépendantes. 

Vouloir caractériser la situation par un seul indice, la production 
des trois plus grands établissements d’une industrie souvent mal 
définie par exemple revient a laisser de cété 

— les rapports de taille entre ces trois grands établissements et les 
autres ; sont-ils deux fois, trois fois plus grands? 

— la concentration des firmes et des groupes; or il semble qu’a 
certaines époques la taille des établissements reste stable alors que 
celle des firmes ou des groupes augmente; 

— la concurrence entre industries et marchés locaux; les chemins 
de fer et automobile ont mis en rapport des marchés séparés, le 
progrés technique rend substituables le fer, le bois, les divers métaux 
non ferreux et les produits chimiques ; 

— lacontre-concentration: peut-on dire qu’un monopole bilatéral 
soit plus «concurrent» ou concentré qu’un oligopole? 

— Pimportance de l’industrie dans l’économie qui peut changer 
d’une période a une autre par suite de |’évolution de la structure ou 
de l’organisation: les établissements sont-ils possédés par des firmes 
localisées dans l’industrie ou appartiennent-ils 4 des firmes dont le 
principal de l’activité est ailleurs? En Afrique occidentale francaise 
70% des camions appartiennent 4 des maisons de commerce, des 
industriels ou des planteurs pour qui le transport est une activité 
secondaire; or cette tendance ne peut que s’accroitre ; la domination 
de certaines industries par d’autres est un aspect de la concentration. 
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‘ 


Nulle surprise dés lors 4 ce qu’il soit impossible d’établir des 
rapports entre les indices de concentration et les indices de fonctionne- 
ment: fréquence, vitesse et amplitude des changements de prix, 
rapport des prix et des coiits, etc.... 

De plus, ceux-ci ne sont-ils pas pleins d’ambiguité et ne traduisent- 
ils pas qu’une partie du fonctionnement? 

Une fois de plus il apparait qu’il n’y a pas de mesure possible sans 
un certain degré de systématisation ou de théorie. 


LD’ incidence des impéts 


L’impot n’est pas seulement un élément des coats. I] constitue aussi 
un prélévement sur les liquidités de l’entreprise. A cété d’un effet 
de substitution, il y a donc un effet que l’on peut appeler monétaire, 
financier ou de revenu, dont l’incidence est négligée 4 tort par un 
grand nombre de traités de sciences financiéres. 

Selon les auteurs il y aurait des indices qui pousseraient a croire 
qu’aux Etats-Unis, comme en France selon nous, le systéme fiscal 
désavantage les moyennes entreprises par rapport aux petites et aux 
grandes; les petites sont certainement avantagées puisqu’elles sont 
soumises 4 un taux d’imp6t souvent moins élevé et qu’elles pratiquent 
la fraude plus que les moyennes ou les grandes entreprises ; l’avantage 
des grandes entreprises par rapport aux moyennes est plus difficile 
a déceler, et il semble largement échapper a la plupart des législa- 
teurs; tout d’abord |’évasion fiscale ou l’interprétation stricte des 
textes y est plus fréquent que dans les moyennes entreprises dont le 
comptable se laisse souvent impressionner par le contréleur générale- 
ment mieux informé que lui des textes; ensuite les moyennes 
entreprises pratiquent plus que les grandes l’autofinancement et 
ont souvent un taux de profit plus élevé; l’impét sur les bénéfices 
les frappe donc plus dans leur source de financement et dans leur 
croissance; enfin les moyennes entreprises sont souvent en fait des 
entreprises personnelles et parfois méme en droit et doivent dés lors 
payer l’impot sur les successions. 

I] est une vieille idée que ’imp6t sur le capital n’a pas d’incidence 
économique. Cette idée est fausse. Le paiement de l’impot sur les 
successions oblige les entreprises 4 amasser des liquidités qui auraient 
pu autrement étre investies; peu importe que ce soit le fait du cujus 
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ou de ses héritiers et que |’entreprise soit en nom personnel ou une 
société contrélée par un individu. De plus l’impét sur les successions 
agit sur l’organisation de production. Comme le montrent les auteurs 
le paiement de l’impot sur les successions favorise l’extension des 
groupes; le propriétaire d’une moyenne entreprise peut étre amené 
pour régler cet impét a céder une partie du capital action ou a 
échanger une partie de ses actions contre celles d’un trust qui seront 
beaucoup plus facilement liquidables lors de sa mort. Selon nous il 
accélére méme l’avénement des managers dans la mesure ow les 
capitalistes sont obligés de réaliser une partie de leur portefeuille 
lors des successions, et pousse 4 la constitution de ces groupes ano- 
nymes au sens strict du mot ot on peut de plus en plus se demander 
qui commande. Pour se convaincre de l’importance de ce fait, il n’y a 
qu’a regarder 4 contrario les combinaisons juridico-fiscales aux- 
quelles sont obligés de se livrer les propriétaires des groupes per- 
sonnels. 

Certes l’impét n’est pas la seule cause de ces mouvements; par 
exemple l’association d’une moyenne entreprise avec un groupe peut 
procéder du désir de prendre sa retraite, de triompher des derniéres 
difficultés, d’assurer la gestion de la fortune de ses filles ou de ses 
garcons encore jeunes, etc....; il n’en est pas moins un élément im- 
portant. 


Les tactiques de la concurrence imparfaite 


Plusieurs conférenciers examinent soigneusement et souvent de 
facon remarquable plusieurs aspects de la politique des prix: 

— La marge fixe: si l’on admet que la demande a une élasticité 
constante, par exemple que sa courbe représentative est une hyper- 
bole équilatére, il apparait immédiatement qu’en monopole ou en 
concurrence monopolistique, un déplacement de la courbe de de- 
mande ou de la courbe des coats fait varier la marge bénéficiaire en 
proportion des coats; si l’on admet de plus que la courbe des coats 
marginaux est une droite paralléle a l’axe ou sont portées les quanti- 
tés, il apparait immédiatement qu’une augmentation ou une dimi- 
nution des quantités demandées est sans effet sur le prix et qu’une 
diminution ou une augmentation des coiits entraine une variation 
des prix égale. Or, on sait que dans la plupart des cas les rendements 
dans |’industrie et le commerce sont constants dans une large zone. 
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Est-il d’autre part stupide ou contraire a la réalité d’admettre que 
les entrepreneurs croient parce qu’elle est difficile 4 évaluer ou pour 
toutes sortes d’autres raisons 4 intégrer dans le schéma que leur 
courbe de demande a une élasticité constante? Non. Ceci permet 
alors de voir que la marge fixe est un des moyens contrairement a ce 
que l’on avance a tort, de maximer les profits, d’intégrer des consta- 
tations empiriques 4 un schéma général et de préciser les conditions 
ou l’on peut s’attendre 4 une telle pratique. 

— La discrimination des prix n’est pas définie de la maniére 
restrictive habituelle: vendre un produit donné a des prix différents 
mais d’une maniére beaucoup plus générale et plus satisfaisante; 
vendre des produits a des prix en disproportion de leurs coats margi- 
naux, les acheter a des prix en disproportion de leurs productivités 
marginales; ce qui rattache le phénoméne 4 la définition de la 
marge fixe; ce qui permet d’en préciser les causes: exploitation de la 
demande comme I’avaient déja indiqué Pigou et Mrs. Robinson, 
mais aussi exploitation de notre vendeur par un co-contractant dont 
la force contractuelle est plus grande, ou bonne gestion administra- 
tive’, nécessité d’utiliser la capacité de production a plein, ou moyen 
de lutter contre les concurrents qui ne sont situés que sur quelques 
uns des marchés ou quelques unes des industries ou la firme considé- 
rée exerce son activité. 

Pour satisfaisantes que soient les systématisations, elles comportent 
encore selon nous des lacunes: d’abord l’asymétrie a la hausse et a la 
baisse sur laquelle insiste a juste titre un auteur frangais et qui semble 
varier suivant que le plus haut degré de monopole est situé du cété de 
offre ou de la demande, n’est pas signalée; or elle comporte des 
conséquences importantes pour |’évolution de la conjoncture. En- 
suite marge fixe et discrimination ne sont possibles que dans certains 
régimes de marché et dans certaines structures: classer ne suffit pas, 
il faut encore enchainer les différentes catégories dégagées si on veut 
avoir prise sur la réalité; faute de recourir a une théorie trés générale 
de l’oligopole (qui ne peut selon nous a l’heure actuelle n’étre batie 
que sur la théorie des jeux) on ne peut pas voir quels sont les cas ou 
se rencontrent marge fixe, courbe coudée et discrimination et par la 
méme il est impossible de dégager l’influence de la concentration, de 


3. La comptabilité représente des frais. Il peut paraitre avantageux de traiter 
comme semblables des produits qui ne le sert pas. 





470 M. F. CAPET: NOUVEAUX ASPECTS 


son évolution sur les prix. Enfin la variation des prix ne constitue 
qu’un moyen d’action, qu’une tactique possible; il y en a bien 
d’autres: la publicité, les Public Relations, la localisation des établisse- 
ments et du siége social, les prises de participations chez les fournis- 
seurs et les revendeurs, le progrés technique; bien que parlant de la 
concentration, il n’est pas fait allusion aux brevets; la différenciation 
des produits n’est pas prise en considération: or celle-ci permet d’agir 
sur la demande et de maintenir les prix; elle permet aussi d’agir sur 
les coiits et de maintenir encore les prix; nous avons constaté en 
effet que les prix de revient des produits homogénes avaient en 
faisant varier leurs caractéristiques un prix de revient généralement 
bien établi tandis que celui des biens hétérogénes était beaucoup plus 
compressible; avec un gros grain de paradoxe on peut dire que le 
prix de vente des biens homogénes est fonction du prix de revient et 
que le prix de revient des biens hétérogénes est fonction du prix de 
vente. Or tous ces facteurs changent avec la concentration et 
agissent sur les prix; ils sont négligés. Pourquoi? Est-ce parce que les 
auteurs raisonnent implicitement dans le cadre du marché et non de 
industrie ot ces faits s’imposent beaucoup plus a l’attention? 


Les rapports entre marchés 


Admettons avec un conférencier que 

1° chaque producteur détermine son prix en appliquant une 
certaine marge sur ses coats marginaux; 

2° les coiits marginaux soient fonction du prix des demi-produits, 
de la main-d’ceuvre, de matiéres premiéres industrielles et agricoles, 
et 

3° les rendements soient constants dans les secteurs manu- 
facturiers, commerciaux et certaines mines, décroissants dans l’agri- 
culture et la plupart des mines. 

Il est possible de voir immédiatement les conséquences d’une 
mauvaise récolte ou d’une augmentation de la demande globale; 
dans ce dernier cas il apparait que les prix augmenteront plus dans 
les secteurs de base que dans les secteurs finaux ow la part des matiéres 
premiéres est de plus en plus faible 4 mesure que le produit est plus 
ouvré, plus dans les industries qui emploient des matiéres agricoles 
que dans celles qui emploient des matiéres premiéres industrielles 








an 6s 2. 


cs 


ir 


li 


Vi 


d 


le 








DE LA THEORIE DES PRIX ET DE LA PRODUCTION 471 


dont l’offre est généralement plus élastique ; notons que la hausse des 
prix se transmet uniquement par la hausse des coats: l’augmentation 
de la demande finale a pour effet d’augmenter la demande de 
matiéres premieres, leur coit et le prix de celles-ci d’ot une incidence 
de stade en stade. 

C’est la une présentation élégante de la liaison «verticale» des 
marchés qui a de plus le trés grand mérite de supporter avec succés 
une confrontation statistique sur l’exemple américain. 

Mais il ne faut pas perdre de vue qu’elle comporte des hypothéses 
implicites qui l’empéchent de s’appliquer telle quelle a d’autres pays 
ou d’étre érigée en théorie générale: 

1° La marge fixe suppose que le plus haut degré de monopole est 
du cété de offre; or celui-ci peut étre du cété de la demande — cas 
des grandes compagnies dans les pays sous-développés ot au lieu 
d’ajouter une marge aux coats on déduit plut6t une marge au prix de 
vente pour déterminer le prix d’achat. 

2° Les rendements dans les secteurs intermédiaires peuvent étre 
décroissants parce qu’il y a des goulots d’étranglement dans |’écono- 
mie et que les entreprises aux différents stades ont une capacité 
limitée. 

3° Le coefficient d’accélération — la non proportionnalité des 
variations de la demande sous les conditions de parfaite élasticité 
des prix des facteurs du crédit et des anticipations — ne peut pas étre 
négligé car il tend 4 jouer pour |’outillage dans les pays semi-déve- 
loppés, et pour les stocks dans tous les pays. 


La croissance de la firme, la notion de cotit marginal, etc.... 


et cent autres belles pierres que le lecteur s’il dispose de quelque 
temps pourra se tailler pour la construction de ses théories person- 
nelles en puisant dans cette riche carriére. 
M. F. Caper 
Université de Lille (France) 
Institut des Hautes Etudes de Dakar (A.O.F.) 
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RESUME 


La théorie des prix et de la production, malgré ses progrés récents, est insuffisante 
car elle est sans application pour la gestion des entreprises et elle est inutilisable 
dans les modéles macro-économiques. Au lieu d’affiner quelques points parti- 
culiers d’une théorie qui péche par son étroitesse, il faut s’efforcer d’étendre 
celle-ci, notamment: 


étudier les liaisons qui peuvent exister entre les marchés ou mieux les industries; 
préciser les fonctions de production; 

élaborer une théorie des organisations qui nous permette de comprendre et 
présenter simplement les différences de comportement que |’on peut attendre 
entre une coopérative et une société par actions, un trust et un cartel, une 
entreprise libre et une entreprise captive etc. ; 

étudier les cas intermédiaires entre le duopole et le polypole qui seuls effective- 
ment existent en précisant les réactions possibles des entrepreneurs (change- 
ment de prix, publicité, prix de participations, etc.) et en systématisant les 
résultats grace a une logique nouvelle qui ne peut étre — semble-t-il — que celle 
de la théorie des jeux. 


I] semble qu’on soit a la veille d’une telle extension qui marquerait la 2° révo- 


lution de la théorie des prix et de la production. Le livre Business Concentration and 
Price Policy expose |’état des recherches sur de nombreux points particuliers im- 
portants; entre autres: 


le concept d’industrie, 

l’étude des rendements, 

la mesure de la concentration et du degré d’intégration des firmes, 
incidence des impéts, 

les tactiques de la concurrence imparfaite, 

les rapports entre marchés. 


Si le livre péche selon nous par manque de systématisation, il n’en fournit pas 


moins de nombreux matériaux nécessaires 4 une théorie générale. 


ZUSAMMENFASSUNG 


Neue Aspekte der Preis- und Produktionstheorie. Die Preis- und Produktionstheorie ist 
trotz ihrer jiingsten Fortschritte noch immer unzulanglich, da sie in der Unter- 
nehmensfiihrung nicht anwendbar und fiir makroédkonomische Modelle unbrauch- 
bar ist. Anstatt die Theorie, deren Mangel in ihrer Beschranktheit liegt, in einigen 
Punkten zu verfeinern, sollte man sich vielmehr um ihre Ausweitung bemiihen 
und dabei insbesondere: 
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a) die Beziehungen untersuchen, die zwischen den Markten bzw. den Industrien 
bestehen kénnen; 

die Produktionsfunktionen prazisieren; 

c) eine Organisationstheorie ausarbeiten, die es erméglicht, die zu erwartenden 
Unterschiede im Verhalten einer Genossenschaft und einer Aktiengesellschaft, 
eines Trust und eines Kartells, einer freien und einer abhangigen Unterneh- 
mung zu verstehen und einfach darzustellen; 

jene Falle untersuchen, die zwischen dem Duopol und dem Polypol liegen, da 
in der Wirklichkeit nur diese existieren, wobei die méglichen Reaktionen der 
Unternehmer (Preisanderungen, Reklame, Beteiligung usw.) zu prdazisieren 
und die Resultate zu systematisieren sind auf Grund eines neuen logischen 
Prinzips, das — wie es scheint — nur jenes der Spieltheorie sein kann. 


£& 


& 


Es hat den Anschein, dass wir im Begriffe sind, eine solche Ausweitung der 
Theorie vorzunehmen; dies wiirde die zweite « Revolution» der Preis- und Pro- 
duktionstheorie sein. Das Buch Business Concentration and Price Policy legt den ge- 
genwartigen Stand der Forschung in zahlreichen wichtigen Einzelpunkten dar, 
zum Beispiel: 


— den Begriff der Industrie, 

— die Untersuchung der Renditen, 

— das Mass der Konzentration und den Integrationsgrad der Unternehmungen, 
— die Steuerinzidenz, 

— die Taktik der unvollkommenen Konkurrenz, 

— die Beziehungen zwischen den Markten. 


Obwohl in der fehlenden Systematisierung ein Mangel des Buches liegt, lie- 
fert es doch zahlreiche notwendige Unterlagen zu einer allgemeinen Theorie. 


SUMMARY 


New Aspects of Price and Production Theory. Despite recent progress, price and pro- 
duction theory is still inadequate, because it is not applicable to the management 
of business enterprises and it cannot be used in macro-economic models. What is 
needed is not the refinement of a few special points in the theory, which suffers 
from the defect of narrowness, but rather an effort to extend its scope, particularly 
in the following respects: 


(a) Investigation of such relations as may exist between markets or between 
industries; 

(b) Specification of the production functions; 

(c) The working-out of a theory of organisations, which would make it possible 
to grasp and express, in simple terms, the differences that are to be expected 
in the behaviour of a co-operative society and a share company, a trust and a 
cartel a free and a dependent enterprise, etc. ; 
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(d) Investigation of cases falling somewhere between a duopoly and a polypoly— 


the only forms which really exist—detailed treatment being given to the 
possible reactions of enterprisers (price changes, advertisements, participations 
etc.), and the result being systematised on the basis of a new logical principle, 
which, to all appearance, can only be the one underlying the theory of games. 


It looks as if we are now upon the brink of such an extension of the theory. 


This would constitute the second “revolution” of the price and production 
theory. The book Business Concentration and Price Policy reviews the stage now 
reached by research with regard to a large number of important points, such as: 


the concept ef industry, 

investigation of yields, 

the extent of concentration and degree of integration of business firms, 
the incidence of taxes, 

the tactics of imperfect competition, 

the relations between markets. 


Although it suffers from want of systematic arrangement, the book never- 


theless supplies a great many data necessary for the elaboration of a general 
theory. 
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A GENERALIZATION 
OF THE FOREIGN TRADE MULTIPLIER* 


The Multiplier Families 


The Keynesian multiplier was the derivative of equilibrium national output with 
respect to autonomous investment. In the Keynesian system, equilibrium national 
output was a variable, and autonomous investment was a parameter. Obviously, 
the multiplier concept can be, and has been, generalized so as to include any 
derivative of a variable of a system with respect to any parameter of the system. 

One particular family within this large stock of multipliers consists of the 
derivatives of national output with respect to any parameter of the system. One 
might call this family the ‘‘national-output multipliers”. One often speaks of “‘ the”’ 
foreign trade multiplier. But even in the simplest possible Keynesian two-country 
model there are at least twelve national-output multipliers. The purpose of the 
present article is to develop the twelve of them and to discuss their signs. Further- 
more, and more useful for some purposes, we shall develop another family of 
multipliers, i.e. what one might call the “‘ balance-of-trade’’ multipliers. Since we 
cannot introduce ourselves to the latter family without already having introduced 
ourselves to the former, no waste of time is really involved in meeting both families. 

As Professor Wright has aptly remarked, “‘perhaps one of the most remarkable 
features of the development of the multiplier theory has been the complete neglect 
of price effects’. Such neglect is dangerous enough in a closed-economy model; 
it is even more dangerous in an international model. Nevertheless we shall follow 
tradition; our excuse is that the simple case should be fully clarified before one 
enters the complex one. 


The Model 


Drastic simplification is necessary to keep the number of national-output multi- 
pliers as low as twelve. We shall consider only two countries, and we shall assume 
that all import and consumption equations are linear and homogeneous, giving 
us only one parameter per equation. In our two-country static Keynesian equi- 
librium model, the variables are: 


C = acountry’s aggregate consumption of its own products; 

I =a country’s aggregate net investment of its own products; 
M= acountry’s aggregate import; 

X = acountry’s aggregate export; 

Y = acountry’s net national product. 


* I am indebted to Mr. John S. Chiu (Illinois) for checking the mathematics of the present paper. 
1. A. L. Wricut, “The Interaction of the Multiplier and Price Mechanisms”, E ica, New Series, 
Vol. xxu (November 1955), p. 318-328. 
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All variables are measured in billions of constant-value dollars per year, and 
relative price changes are ignored. All variables referring to country | will carry 
the subscript “‘1”’, and all variables referring to country 2 will carry the subscript 
**2”’. Having five variables for each country and having two countries, we have 
in total ten variables. To determine the equilibrium value of the ten variables, 
the following ten linear equations can be set up. First, in each country, aggregate 
consumption of own products is in proportion to net national product: 


(1) Ga=an (2) Co=ce Ye 


where ¢; and ¢2 are the national propensities to consume own products. 
Second, in each country, aggregate net investment of own products is a 
parameter: 
(3) h=h (4) Is=Ie 


Third, in each country, import is for consumption purposes only, and aggregate 
import is in proportion to net national product: 


(5) Mi=m% (6) Me=me2 Ye 


where m, and mz are the national propensities to import. Fourth, one country’s 
import is the other country’s export, of course: 


(7) Mi = Xe (8) Me=X 


Finally, in equilibrium the net national product must be equal to the aggregate 
demand for it. This must be true in both countries: 


(9) 4H=Q4+h+M (10) %=C2+ 2+ Xe 


Solution 


Our system of ten equations and ten unknowns can now be solved with respect 
to the two equilibrium national products; the solutions are: 


___(l-a)h+mh _ 
() ve? al 0 ad = ae 





(l—a)b+mh 
(11) = ee 
(1 —¢3) (1 —¢g) — my me 

Now assume that in both countries, the propensity to save is positive. The 

propensity to save is equal to One minus the sum of the propensities to consume 
own products and to import. Consequently, we have: 


1— (+m) >0;i=1lor2 


l1—G>m 
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For country ‘1’’, then, we have: 
l—c¢ >m, 
(11) (1 — c1) mz > m, m2 
And since for country ‘*2”’ we have 
1—co>me 
we can, in inequality (11), replace the mg on the left-hand side by (1 — cg) and get: 
(1 — 1) (1 —c2) > mi me 


Consequently, the common denominator of (1) and (11) is positive. Since both 
terms of the two numerators are positive, too, the values of equilibrium national 
output in the two countries are both positive. 


The Twelve National-Output Multipliers and Their Signs 


In each of our solutions (1) and (11), all six parameters ¢1, 1, m1, c2, J2, and mg appear. 
For each country, then, there are six national-output multipliers. For country “1” 
they are: 


(ut) dV = - (l—c2)% 
dey (1—cy) (lL—ce) — my me 
(tv) dN an ee l—c2 
dil, (l—cy) (1 —cg) — my me 
v) dy mn 
( dm (1—cy) (1—c2) — my me 
(v1) ow 
deg (i —¢,) (1 —ce) — my me 
(vit) 47; AS _ _me i: 
. dls (1—¢,) (1 —c2) — my me 
neil dt, (Ie) 
dmg (l—c) (l—c2) —m, me 


Under our assumption that in both countries, the propensity to save is positive, 
all six derivatives are obviously positive. In words: A country’s equilibrium net 
national product will rise if (a) that country’s own propensity to consume own 
products rises, (b) that country’s own autonomous investment rises, (c) that 
country’s own propensity to import rises, (d) the other country’s propensity to 
consume own products rises, (e) the other country’s autonomous investment rises, 
and (f) the other country’s propensity to import rises. 

The six multipliers (m1) through (vm) all refer to the national output of 
country ‘‘1’’. There is no need to write the remaining six multipliers referring to 
country “‘2”’, for our solutions (1) and (m) are symmetrical in the sense that (m) 
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neat) lated 


can be derived from (1) merely by interchanging everywhere the subscripts 
and “*2’’. Consequently, the six remaining multipliers can be derived from (11) 
through (vi) merely by interchanging the subscripts ‘‘1’’ and “‘2”’. 


Graphical Illustration 


Being a ratio between incremental output and incremental investment both of 
which are measured in dollars per unit of time, the Keynesian multiplier was a 
pure number. The same is true of our multipliers (1v) and (vm), but the remaining 
multipliers are ratios between incremental output as measured in dollars per unit 
of time and incremental propensities as expressed in pure numbers. The numerical 
value ofsuch multipliers obviously depends upon the units of measurement adopted 
for output, and for certain purposes it might be desirable to look into the dimension- 
less elasticity instead. The easiest step that can be taken in this direction is to plot 
output as a function of the parameter in question on double-logarithmic paper. 
The elasticity of output with respect to that parameter will then appear visibly 
in the form of the slope of the curve. 


Table 1. NUMERICAL EXAMPLE 


¢, = 0.6 co = 0.8 
h=5 Iz = 30 
m, = 0.3 me = 0.1 


In double-logarithmic scale, figures 1 through 6 show equilibrium national 
output of country “1”’ as a function of each of the six parameters in turn. The 
graphs were constructed as follows. To illustrate the interaction between two 
countries of substantially different sizes, we adopted the values of the six para- 
meters shown in Table 1. According to (1) and (11), the values shown will give us 
1%, = 80, Y2= 270. Except for the obvious requirements that in both countries, 
the propensity to save should be positive, and that the larger economy should be 
much less dependent upon import than the smaller economy, the values shown 
in Table 1 have been chosen rather arbitrarily. One by one, each of the six para- 
meters has now been varied, the values of the remaining five being constant, and 
the corresponding value of national output of country ‘‘1”’ has been found and 
shown in the six figures. 

The general impression is the not altogether unexpected one that equilibrium 
national output is more elastic with respect to the two propensities to consume 
¢; and ¢2 than with respect to any other parameter. After all, consumption of own 
products in any of the two countries is the largest single component of national 
demand. If the two elasticities with respect to cy and cz are compared to each other, 
we find the latter to be larger than the former. Again, this is hardly surprising; 
after all, country “‘2’’ has a much larger equilibrium national output than 
country ‘‘1’’. The four elasticities with respect to autonomous investment and 
the propensities to import, are all distinctly lower, but they do not seem to differ 
significantly from one another, at least within the range examined. 
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The Twelve Balance-of-Trade Multipliers and Their Signs 


**1” ’s equilibrium balance of trade as 


By=X%— My, 


Define country 


For this country, there will be six balance-of-trade multipliers, i.e. 





(x) dB, _ _™ (ma tes—1) Th __ 
dey (1—c,) (l—ce2) — my me 
(x) dB, ___™ (ma +cg—1) 
di, = (1—«1) (1 —cg) — my me 
(x1) dB, _ (1—e1) (mg+e2—1) NH 
dm (1—cy) (1 —ce) — my me 
dB, —ma(1—(m+e1)] % 
(mn) dey (1—c1) (1— ea) —m ma 
dB, sma (1—(m+ei)) _ 
wy dIz (1—cy) (1 —cg) — my me 
(xv) dB, _ (1—cz) [1—(m+e1)] Ye 


dmg (1—c,) (1—ce) —m, me 


Under our assumption that in both countries, the propensity to save is positive, 
the first three derivatives, (rx) through (x1), are all negative, and the last three, 
(x11) through (xtv), are all positive. Our result, then, is that a country’s equilibrium 
balance of trade will rise if (a) that country’s own propensity to consume own 
products falls, (b) that country’s own autonomous investment falls, (c) that 
country’s own propensity to import falls, (d) the other country’s propensity to 
consume own products rises, (e) the other country’s autonomous investment rises, 
and (f) the other country’s propensity to import rises. 

The six multipliers (rx) through (xtv) all refer to the equilibrium balance of 
trade of country ‘‘1”’. The equilibrium balance of trade of country “‘2”’ is 


Bz = X2— M2 
By using equations (7) and (8) we get 
Be= M,— Xi 
As a result, Bg = —B,, and dBz = —dB,. Consequently, there is no need to 


write the remaining six balance-of-trade multipliers, referring to country “2”. 
They can easily be derived from the derivatives (rx) through (xiv) merely by 
replacing B, by Be on the left-hand side and by adding a minus sign on the right- 
hand side. 


Graphical Illustration 


Again, to approach the elasticity measurement, we can plot our results in double- 
logarithmic graphs. Figures 7 through 12 show the equilibrium balance of trade 
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of country “‘1”’ as a function of each of the six parameters in turn. The numerical 
values of the six parameters used as a point of departure are those shown in Table 1. 
For those values, country ‘‘ 1” has an equilibrium national product of 80, an equi- 
librium import of 24, an equilibrium export of 27, saves 8, invests 5 and lends 
3 abroad. Country “‘2”’ has an equilibrium national product of 270, an equilibrium 
import of 27, an equilibrium export of 24, saves 27, invests 30 and borrows 3 
abroad. The variations of the six parameters one by one are the same as those 
underlying Figures 1 through 6. 

Again, the general impression is that the elasticities with respect to the two 
propensities to consume c, and cg are numerically far greater than any other 
elasticities shown. In fact, with respect to these two propensities, the equilibrium 
balance of trade seems to be numerically even more elastic than was the equilibrium 
national output. One difference, of course, is that while the elasticities of national 
output with respect to c,; and cg were both positive, the elasticity of the balance 
of trade with respect to c; is negative but positive with respect to co. 

The four elasticities of the equilibrium balance of trade with respect to auto- 
nomous investments and the propensities to import are all numerically somewhat 
lower than the propensity-to-consume elasticities. At the same time, however, they 
are numerically somewhat higher than the four corresponding elasticities of equi- 
librium national output, at least within the range studied. 


Limits of the Analysis 


Only at the beginning of a beginner’s course in the theory of international trade 
would material such as presented here be useful at all. The rest of the beginner’s 
course would devote itself to the mending of some of the gaping holes of our struc- 
ture. First, there is the assumption of linear and homogeneous import and con- 
sumption functions. The homogeneity assumption is not our worst, however, for 
our autonomous investments could, in fact, take care of anything which happens 
to be autonomous. Second, there is the complete neglect of prices and exchange 
rates. Such neglect is far more serious ; but alas; itis necessary if one wishes to use for 
parameters the propensities to consume own products and to import. Third, there 
is the ease with which a country runs into international debt. Fourth, there is the 
assumption of a two-country world. This is a heroic aggregation, only surpassed 
by the assumption of a closed economy, not infrequently made in economics. Fifth, 
there is the static character of our analysis: no accelerators, no growth. But still, 
before steps are taken? to remove these five deficiencies and may be many more, 
a bird’s eye view of the twelve multipliers may prove useful. 


University of Illinois, Urbana, Ill. (U.S.A.) Hans Brems 


2. For an attempt in the direction of allowing for prices and price elasticities in a macroeconomic 
model of the type examined here, see the writer’s forthcoming “‘ Devaluation, A Marriage of the Elasticity 
and the Absorption Approaches”, The Economic Journal. For an attempt in the direction of dynamization, 
see the writer’s “The Foreign Trade Accelerator and the International Transmission of Growth”. Econo- 
metrica, Vol. 24, No.3 (July, 1956), p. 223-238. 
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FIKTIVER ZENTRALISMUS 
IN DEN GROSSUNTERNEHMUNGEN* 


Gleichgiiltig, welche Einschrankungen der Dispositionsméglichkeiten fiir den ein- 
zelnen in unserer verflochtenen und biirokratisierten Gesellschaft bestehen: Wir 
nehmen an, dass der leitende Angestellte seinen Betrieb tatsachlich leitet. Wir 
wissen zwar, dass im Einzelfall dem «jungen Mann» oder der Sekretarin eine 
aussergewohnliche Bedeutung zukommt; aber wir halten diese Erscheinung nicht 
fiir wichtiger als die Tatsache, dass es in einer patriarchalischen Gesellschaft auch 
Pantoffelhelden gibt. Wir glauben, dass in der Regel der Chef tatsachlich in dem 
Rahmen entscheidet, der durch ausserbetriebliche Bedingungen und die Rechte 
der Betriebsvertretungen gesteckt ist. Gerade das aber ist ein Irrtum, und zwar 
ein gewollter Irrtum: eine Fiktion. Und in dieser Fiktion liegt die Ursache fiir 
den Mangel an Rationalisierung an der Spitze, fast méchte man sagen: die Ir- 
rationalitat ihrer Arbeit. 

Zur Entscheidung gehért die ausreichende Kenntnis verschiedener Méglich- 
keiten des Handelns, die Wahl einer dieser Méglichkeiten und die Ubernahme der 
Verantwortung fiir diese Wahl. Fehlt eines dieser drei Momente, so kann man 
nicht von einer Entscheidung sprechen. Fehlt die Ubernahme der Verantwortung, 
so bleibt nur augenblicksgebundene Willkiir iibrig, denn es fehlt die Tendenz 
auf dauerhafte Giiltigkeit, fiir die das Subjekt einsteht, und damit die Verbind- 
lichkeit, die nétig ist, um eine Angelegenheit fiir «entschieden» zu halten. Ent- 
fallt die Kenntnis der Méglichkeiten, so findet auch keine Wahl statt. Die Ver- 
antwortung kann gleichwohl iibernommen werden — dies kommt sogar recht 
haufig vor —, aber es hat dann keine Entscheidung iiber die Sache stattgefunden, 
sondern nur eine des Subjektes iiber sich selbst, von der hier nicht die Rede ist. 

Wir wissen natiirlich, dass ein Chef die ausreichende Kenntnis verschiedener 
Méglichkeiten nicht in allen Fallen, in denen er zu entscheiden hat, besitzen kann. 
Das allein schliesst jedoch die Chance, Entscheidungen zu treffen, nicht aus. Er 
wird sich zwar auf Sachbearbeiter verlassen miissen, die die Sachlage kompendien- 
haft zusammenfassen und Alternativen formulieren. Aber die gréssere Ubersicht, 
z.B. die Kenntnis der verkiirzten Darstellungen auch anderer Sachbearbeiter, 
erméglicht ihm, kritische Distanz zu wahren, wobei Personenkenntnis fehlende 
Sachkenntnis kompensieren muss. In dieser Art versteht der héhere Vorgesetzte 
in der Industrie, ob er sich nun mehr als «leitender Angestellter» oder als 
« Manager» empfindet, gewéhnlich seine Position. Trotz des grossen Apparates 
an Biirokratie, der alles prapariert, was auf seinen Tisch kommt, glaubt er den- 
noch, dass er es ist, der letzten Endes die Entscheidungen fallt. 

Theoretisch ware es méglich, dass er es tut. In der Praxis freilich degradiert 
er sich allzu haufig zum Verkehrsschutzmann, der nicht dariiber entscheidet, 

* Der Aufsatz hat vor allem die Verhiltnisse in der Bundesrepublik Deutschland im Auge; doch diirfte 


die Situation in den meisten alten Industrielandern hievon nur graduell, nicht aber grundsatzlich ver- 
schieden sein. 
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wohin die Autos fahren, sondern nur durch ein Signal bekanntgibt, wann sie eine 
Kreuzung iiberschreiten diirfen, dessen Macht also darin besteht, den Verkehr 
warten zu lassen. Die Unterschrift eines Chefs ist selten mehr als ein solches 
Signal. Sie kann nicht mehr sein, denn die Unzahl der Vorgange, die trotz oder 
gerade wegen des ausgebildeten und wuchernden Stabsystems an ihn gelangen, 
erlaubte ihm gar nicht, iiber praparierte Alternativen nachzudenken, selbst wenn 
sie an ihn gelangten. In Wahrheit widerspricht es aber dem Wesen einer biiro- 
kratisierten Mitarbeiter-Organisation, Alternativen zu formulieren, worauf wir 
noch zu sprechen kommen werden. Aber auch, nachdem sich die leitende Tatig- 
keit zur Handhabung eines Signalements reduziert hat, nachdem der Vorgesetzte 
zur Unterschriftenmaschine geworden ist, treten Funktionsstérungen auf. Einmal, 
weil die einlaufenden Vorgange immer noch zu zahlreich sind, andererseits, weil 
ein hochgestellter und hochbezahlter Mann nicht wahrhaben will, dass diese 
Fliessbandtatigkeit sein Schicksal ist, und in zahllose, unverbindlich bleibende 
Besprechungen, Konferenzen und Tagungen ausweicht, um dort Selbstbestati- 
gung zu suchen. Er findet sie auch, denn die Existenz des Reisigen erscheint ihm 
vornehmer als die biirgerliche Engigkeit seines Biiros. Er bezahlt jedoch dieses 
Gefiihl damit, dass in seinem Arbeitsbereich nun nicht einmal mehr die Routine 
funktioniert: statt iiber der Routine zu stehen, wird er ihr schwachstes Glied. 
Dringende Angelegenheiten, die mit Hilfe von Telephon und Fernschreiber in 
wenigen Stunden fertig bearbeitet sind, warten viele Tage auf eine Unterschrift 
und brauchen somit die gleiche Zeit, die ehedem ein reitender Bote Jakob Fuggers 
fiir den Weg von Augsburg nach Venedig bendtigte. 

Der «Manager», der «Chef», der «leitende Angestellte» fallt also in der 
Regel keine Entscheidungen, er ist nur ein schlechter Signalwarter. Wer ent- 
scheidet aber? Man kénnte meinen der Sachbearbeiter. Aber nach unserer Be- 
griffsbestimmung ist auch er es nicht, denn er iibernimmt keine Verantwortung. 
Angenommen, er hat tatsachlich verschiedene Méglichkeiten erwogen und eine 
ausgewahlt, so bliebe seine Wahl doch reine Willkiir. Es ist zwar theoretisch 
méglich, dass er sich iiber die Folgen seiner Wahl im klaren ist, und deshalb 
tatsachlich ein privates Gefiihl der Verantwortlichkeit besitzt, zumal wenn er die 
Automatik der Chefunterschrift kennt. Es ist aber unwahrscheinlich, dass ein 
solcher zur Subalternitat verurteilter Mensch eine Moral entwickelt, die im 
krassen Widerspruch zu seiner sozialen Position steht, eine Moral, die niemals 
in persénlichem Risiko konkret wird und die er in seinem Busen begraben muss, 
wenn die Kollegen ihn nicht belacheln sollen. Viel wahrscheinlicher ist, dass er 
eine andere Mentalitat entwickelt. Die typische Haltung des Subalternen, dem 
der Zufall Macht in die Finger spielt, spricht sich in der Redewendung «mal 
sehen, ob ich damit durchkomme>» aus. Er begniigt sich mit dem puren Augen- 
blickserfolg, fiir den er nicht einzustehen braucht und den er spater verleugnen 
darf. Das ist aber nichts anderes als Willkiir, interessengebundenes Handeln, fiir 
das keine Verantwortung iibernommen wird. 

Auch solches Handeln setzt aber nun voraus, dass eine Wahl unter mehreren 
zur Verfiigung stehenden Méglichkciten bereits getroffen ist. In die Situation, 
eine wirkliche Wahl zu treffen, gerat der Subalterne nur selten. Nimmt man an, 
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dass sein Blick noch eine gewisse Vielfalt des Méglichen entdeckt und sich noch 
nicht auf das Eine, das Herkémmliche, eingeengt hat: Der Regelfall ist doch der, 
dass er zwischen einem Herkémmlichen und einem Neuen zu wahlen hat. — Aber 
kann man da von einer Wahl sprechen? 

Der grosse Vorteil des Subalternen ist die Risikolosigkeit seiner Arbeit, was 
nicht heisst, dass seine Existenz risikolos sei. Arbeitslosigkeit kann ihn bedrohen, 
iibelwollende Vorgesetzte kénnen seine Karriere verderben. Er muss Anstren- 
gungen auf sich nehmen, um diese Gefahren abzuwenden, Intrigen spinnen, die 
neue Gefahren bringen, weil sie gegen ihn selbst zuriickschlagen kénnen. Aber 
all das hat wenig mit seiner Arbeit zu tun, die solange risikolos bleibt, als — und 
das ist das Entscheidende — sie sich im Rahmen des Herkémmlichen bewegt. Die 
partielle Sicherheit, die er besitzt, besteht in der Einbettung in die Routine. Das 
Verlassen der Routine macht ihn vdllig schutzlos. Die Schwache des Abhangigen 
wirde sich mit den Gefahren der Selbstandigkeit vereinen. In der Regel ist also 
alles vorbestimmt. Er muss das Herkémmliche tun, auch schon deshalb, weil ein 
neuartiger Vorschlag den unterschreibenden Vorgesetzten stutzig machen und 
ihn dazu zwingen kénnte, sich auf seine eigentliche Aufgabe zu besinnen, nam- 
lich Entscheidungen zu treffen. Wer méchte das auf sich nehmen? 

Sieht man also von besonders seltenen Konstellationen ab, in denen plétzlich 
ein Vakuum im biirokratischen Dickicht sichtbar wird, so ware es irreal, die 
Situation eines untergeordneten Sachbearbeiters so zu charakterisieren, als ob 
er tatsachlich die Wahl zwischen Althergebrachtem und Neuem hatte, und er 
ware ein Don Quichotte, wenn er seine Lage so einschatzen wiirde. 

Wer entscheidet dann aber? In der Regel niemand. Das industrielle System, 
das begonnen hat mit der freien Entfaltung der Unternehmerinitiative und der 
Erfindungskraft des Ingenieurs, walzt sich fort nach dem Gesetz von Ursache 
und Wirkung. Es entwickelt sich sogar weiter, weil ihm aus den Randbezirken 
konzessionierter Narrenfreiheit, z.B. der Forschung, neue Impulse zuwachsen 
und weil anscheinend unerschépfliche menschliche Energie stets erfolgreich in 
die Speichen greift, wenn der Wagen auf den Sand gerat. 

Fiihrt man diese zunehmende innere Erstarrung, diese vorzeitige Vergreisung 
des industriellen Systems auf einen Mangel an Rationalisierung zuriick, so bleibt 
man an der Oberflache. Es ware auch erstaunlich, wenn ausgerechnet dieser Man- 
gel ein Wirtschaftssystem bedrohen sollte, das seine Existenz dem Programm 
einer umfassenden Rationalisierung verdankt. In Wahrheit gilt das Gegenteil: 
Die Funktionsstérungen, die vordergriindig natiirlich auch den Charakter von 
Organisationsfehlern haben, sind auf ausgesprochene Rationalitat zuriickzufiih- 
ren, freilich auf eine primitive und kurzschliissige: namlich auf einen falschen 
Zentralismus, der sich iiberall dort als einleuchtendes Prinzip anbietet, wo viel- 
faltig verflochtene und komplizierte Ablaufe koordiniert werden miissen. Je un- 
iibersichtlicher die zu ordnenden Sachverhalte werden, je mehr die Teilentwick- 
lungen auseinanderstreben, desto eindeutiger — so glaubt man — miissten alle 
Faden an der Spitze zusammenlaufen, damit sie alle in der Hand behalten werden 
kénnen. Aber dieser Zentralismus erweist sich als eine Fiktion, denn er zieht, wie 
wir gesehen haben, die fiihrenden Persénlichkeiten auf die Ebene subalterner 
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Routine herab, von der aus sie schliesslich iiberhaupt keine Macht mehr ausiiben 
kénnen. Fanden sie sich bereit, einen Teil der Machtfunktionen nach unten zu 
delegieren, so kénnten sie die verbleibenden ausfiillen. Sie kénnten z.B. planen, 
d.h. versuchen, die zukiinftige Entwicklung des Unternehmens in die Hand zu 
bekommen. Und sie kénnten eine Personalpolitik fiihren, die, richtig gehand- 
habt, den Betrieb funktionsfahig macht, ohne dass sie alles selber tun miissen. 
Ein Merkmal des fiktiven Zentralismus ist, dass er einen Zustand erzeugt, in dem 
er selbst unvermeidlich erscheint. Weil der Spitzenmann alles selber tut, kommt 
er nicht dazu, personalpolitische Uberlegungen durchzufiihren. Und weil er dies 
versaumt, hat er auch keine selbstandigen Mitarbeiter, an die er Funktionen 
delegieren kénnte. So entsteht ein Teufelskreis, aus dem der einzelne nicht mehr 
ausbrechen kann, an den er sich gewohnt und dadurch dazu beitragt, dass er 
sich institutionell verhartet. 

So ist die unvollstandige Delegation zum Charakteristikum der industriellen 
Organisation geworden. Neben der Hierarchie wird zwar ein System von Stabs- 
stellungen ausgebaut, an das die spezialistische Sachbearbeitung delegiert werden 
kann, aber man verurteilt diese Positionen zur Subalternitat, indem man ihnen 
Machtfunktionen vorenthalt, die man selbst gar nicht mehr ausiiben kann. 

Es ist bekannt, dass einzelne Machthaber in der Geschichte, insbesondere 
Diktatoren, oft in diesen Fehler verfallen sind und an ihm scheiterten. Als durch- 
gehendes Kennzeichen eines ganzen Ordnungssystems ist er ein Novum in der 
Sozialgeschichte. Sehr viel haufiger finden wir die Erscheinung, dass Fiihrungs- 
gruppen, die sich auf die Dauer einrichten, zuviel Macht delegieren, schon des- 
halb, weil sie auch etwas vom Leben haben wollen, der rechte Mittelweg ihnen 
aber nicht einfallt. 

Die antike Polis litt gewohnlich daran, dass sie mangels eigener Biirokratie 
eine so wichtige Funktion wie das Steuereinnehmen an korrupte Pachter abgab 
und dass sie fiir den besiegten Gegner, wenn sie ihn nicht vernichten wollte, keinen 
anderen Status als den des Bundesgenossen fand. Feudale Ordnungen pflegen 
in der Regel zu zerfallen, weil an ihre Wiirdentrager ganze Machtbiindel, ge- 
wissermassen vollstandige Sortimente von Machtfunktionen verliehen werden, 
mit deren Hilfe diese sich dann sehr bald eine Art von Souveranitat zu schmieden 
pflegen. 

Der biirgerliche Staat vermeidet zwar diesen Fehler. Gewaltenteilung, Biiro- 
kratisierung und das Prinzip der Selbstverwaltung auf unteren Organisations- 
stufen geben ja nicht nur dem Individuum relative Freiheit, sondern schaffen 
auch einen Mechanismus gegenseitiger Kontrollen, der das Ganze zusammenhalt 
und deshalb dirigierbar belasst, obwohl die Spitzenkrafte gern mit ihrer Macht- 
losigkeit kokettieren. In Wahrheit ist ihre Macht recht gross, freilich auch wieder- 
um nicht gross genug, um der Dynamik der emanzipierten biirgerlichen Gesell- 
schaft Herr zu werden. 

Das grossindustrielle System, das wegen seiner Gréssenordnung mit solchen 
umfassenden politischen Ordnungen verglichen werden darf, leidet, wie gesagt, 
an der entgegengesetzten Krankheit: an der fiktiven Konzentration aller Macht- 
funktionen innerhalb der betrieblichen Organisation. Das ist um so erstaunlicher, 
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als das gleiche System im ausserbetrieblichen, im kommerziellen Bereich das 
indirekteste und kulanteste Herrschaftsinstrument entwickelt hat, das die Ge- 
schichte kennt, das Aktienpaket. Die Verwunderung wird noch grésser, wenn 
man entdeckt, dass die moderne Betriebswirtschaft in Analogie zur eigentlichen 
kommerziellen Ebene einen Kontenféderalismus geschaffen hat, der logischer- 
weise die einzelnen Abteilungen in halbselbstandige und verantwortlich wirt- 
schaftende Einheiten verwandeln miisste und damit dem inneren Leben des 
Grossbetriebs ein Stiick marktwirtschaftlicher Elastizitat wiedergeben wiirde. In 
Wirklichkeit haben diese Neuerungen aber nur zu einer ungeheuerlichen Auf- 
schwemmung der Biirokratie gefiihrt. Da die oberste Spitze keine Verfiigungs- 
gewalt preisgibt, bleibt die vollstandige (d.h. auch kaufmannische) Bearbeitung 
einer Angelegenheit auf der untersten Ebene fiktiv. Dann wandert der Vorgang 
(z. B..der Ankauf einiger Garderobenschranke) durch mehrere mittlere Instanzen, 
die den Sachverhalt wiederum von Anfang bis Ende bearbeiten. Unterwegs muss 
der Vorgang noch Kontrollpunkte ansteuern, die aus Griinden der Rationalitat 
eingebaut sind und dem modernen Dienstweg einen schleifenartigen Charakter 
geben. Zuletzt gelangt die Angelegenheit an die Spitze der Hierarchie, wo sie, 
wie bereits gesagt, in einem anderen Sinne nur fiktiv bearbeitet wird; denn wie 
soll der Chef beurteilen kénnen, ob in einer fernen Versuchsanlage Garderoben- 
schranke gebraucht werden? Das Symbol fiir diese Entwicklung ist die achtfache 
Ausfertigung, die nach Durchlaufen gewisser Ubergangsstufen den klassischen 
doppelten Beleg abzulésen beginnt. 

Die Schwerfalligkeit, die hieraus entsteht, die unglaubliche Kraft- und Geld- 
verschwendung, die sie mit sich bringt, ist es vor allem, die uns um die Friichte 
des technischen Fortschritts und den Manager um den Genuss seines Avancements 
betriigt. Diese biirokratische Hypertrophie schreitet fort, obwohl sie allen bewusst 
ist, ja gerade ein Hauptthema der modischen Zeitkritik darstellt. Am starksten 
leidet der Mann an der Spitze unter ihr, erstens, weil «alles an ihm hangenbleibt», 
und zweitens, weil er doch wohl meistens noch spiirt, dass er mehr als ein Radchen 
an der Maschine sein sollte. 

Es ist nicht nur die lahmende und betaubende Uberanstrengung, die ihn 
nicht mehr aus diesem circulus vitiosus hinausfinden lasst, sondern auch das falsche 
Bewusstsein, das er von sich und seiner Funktion hat. Es ist auch nicht die perverse 
Freude am Eingespanntsein, das ebenfalls erst eine Folge einer falschen Mentalitat 
ist, die schlechte Gewohnheiten erzeugt. Der Irrtum des modernen Managers 
besteht darin, dass er sein Tun als Arbeit versteht, d.h. als nutzbringende, kon- 
tinuierliche, ganztagige und deshalb miihevolle Tatigkeit, die sich in einer ebenso 
unaufhérlichen Kette sichtbarer Erledigungen konkretisiert. Dass Fiihrungs- 
schichten den Sinn ihres Lebens in Arbeit sehen, hat es vor den friihen kapitalisti- 
schen Unternehmern, den Vorlaufern unserer heutigen Manager, nicht gegeben. 
Es war stets nur das niedere Volk, das zu arbeiten hatte: dies war sein unabander- 
liches Schicksal, das man fiir verdient hielt oder auch bedauerte. Die Ober- 
schichten waren deshalb nicht untatig: Sie vollbrachten Taten, pokerten um die 
Macht, nahmen Dienste auf sich, die Opfer verlangten und Gefahren mit sich 
brachten, jedoch niemals ihren miissigen Lebensstil so sehr veranderten, dass 
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ernsthaft von Arbeit gesprochen werden konnte, selbst wenn einzelne sich kon- 
tinuierlich wissenschaftlicher oder schriftstellerischer Tatigkeit widmeten. 

Erst den moralisch differenzierten puritanischen Unternehmern der Friihzeit 
blieb es vorbehalten, ihr schlechtes Gewissen, das sich beim Anblick des wachsen- 
den Reichtums meldete, durch asketische Arbeit zu beruhigen. Nur so konnten 
sie sich des unverdienten Segens, der zugleich ja auch eine Versuchung war, 
wirdig erweisen. 

Die Zeiten der innerweltlichen Askese gingen zwar bald voriiber, aber das 
schlechte Gewissen blieb. Durfte die Bourgeoisie angesichts der proletarischen Not 
ihren Reichtum unbefangen geniessen, wenn sie zugleich unter der Devise der 
Gleichheit die Vorrechte des Adels bekampfte? Sie brauchte eine Rechtfertigung 
und fand sie in der Auffassung, dass alle Erfolge nur das Produkt besonders tiich- 
tiger Arbeitsleistung seien. In den Anfangsperioden der Industrialisierung sprach 
diese Behauptung sogar ein Stiick Wahrheit aus: Ein grosser Teil der Bourgeoisie 
bestand tatsachlich aus selfmade men, die sich durch unermiidlichen Fleiss hoch- 
gearbeitet hatten. In der zweiten und dritten Generation verlor sich freilich der 
Realitatsanteil dieser Ideologie. Aber pathetisch hielt man daran fest, dass der 
erbende Sohn von der Pike auf dienen miisste, obwohl natiirlich klar war, dass 
er sich spater in ein gemachtes Bett legen wiirde. 

Im modernen Managertum gewinnt dieses Arbeitsethos des selfmade man wieder 
einen ernsthaften Hintergrund. Der leitende Angestellte diirfte meist nicht von 
ganz vorn angefangen haben — das ersparte ihm gewohnlich seine Ausbildung -, 
aber doch von sehr weit unten. Die pragsamsten Jahre hat er in der Regel in 
mittleren Positionen und mittelstandischem Milieu verbracht. Nur weil er die 
Tugenden, die dort verlangt werden, in iiberdurchschnittlichem Mass bewies, 
konnte er — so demokratisiert ist die Gesellschaft immerhin doch — zu seiner 
jetzigen Position aufsteigen. Riicksichtslose Arbeitswut ist ihm zur Natur gewor- 
den. Die Eigenschaften, die er braucht, wenn er oben angelangt ist: besinnliche 
Faulheit, weltlaufige Menschenkenntnis, verspielte Phantasie, Zivilcourage, ur- 
bane Skepsis, Selbstbeobachtung und Disziplinierung des eigenen Temperaments, 
Abwartenkénnen bis Gedanken oder Situationen reifen — all dies hat er sich da- 
gegen schon wegen Zeitmangels meist nicht aneignen kénnen. Der Leidensstolz 
der kleinen Leute auf die Miihsal, die man ertragen muss, steckt noch in ihm und 
lasst den Gedanken, sie sich vom Halse zu schaffen, nicht aufkommen, obwohl 
dies in der neuen Position nicht nur méglich, sondern auch notwendig ware. In 
der Héhenluft fiihlt er sich unsicher, ein Grund mehr, um dem Prinzip «was 
man nicht alles selber tut...» zu huldigen. Sieht man von unbrauchbar gewor- 
denen Surrogaten aus dem militarischen Bereich ab, so findet sich kein neues 
Leitbild, das ihm angemessene Lebensregeln liefert. Solange es Industrie gibt, 
wurde die Arbeitsfron glorifiziert, gleichgiiltig, ob man sie selbst auf sich nahm 
oder anderen zumutete. So mag es dazu kommen, dass der Manager sich fast 
aufatmend in die pausenlose Routine zuriickfallen lasst, dass er sie als anheimelnd 
und vertraut empfindet, dass er den Stock liebt, der ihn priigelt. Auch seine 
Fluchtreaktionen haben keinen anderen Charakter: Reisen und Tagungen sind 
von der gleichen rastlosen Betriebsamkeit beherrscht. 
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Der falsche Zentralismus des industriellen Systems stellt sich bei naherer Be- 
trachtung als ein geistesgeschichtliches und sozialgeschichtlich bedingtes Phano- 
men heraus. Da er langst institutionell verkrustet, teilweise rechtlich fixiert ist, 
bediirfte es starker geistiger Impulse, um ihm zu Leibe zu gehen. Davon ist nichts 
zu spuren. 


Ludwigshafen|Rh. (Deutschland ) Hans Paut BAHRDT 


ZUSAMMENFASSUNG 


Um alle Faden eines immer komplizierter werdenden Unternehmens in der Hand 
zu behalten, lasst man sie auch tatsachiich samtlich an der Spitze zusammen- 
laufen. Diese Zentralisierung ist jedoch fiktiv, denn in Wahrheit fiihrt sie zu einer 
Uberlastung des Spitzenmannes, die ihn unfahig macht, seine eigentliche Aufgabe 
zu erfiillen, namlich Entscheidungen zu fallen. Statt dessen wird er zum schwach- 
sten Glied der Routine. 

Die unvollstandige Delegation, d.h. die Delegation der Sachbearbeitung ohne 
gleichzeitige Preisgabe von Machtbefugnissen, verurteilt die Inhaber mittlerer 
Positionen zur Subalternitat, in der auch sie keine Entscheidung, zu der auch die 
Ubernahme von Verantwortung gehért, treffen kénnen. Das typische Ergebnis 
ist, dass niemand entscheidet, dass — iiberspitzt ausgedriickt — nicht ein bestimmtes 
Wollen, sondern das Gesetz von Ursache und Wirkung das Leben eines Industrie- 
unternehmens beherrscht. 

Die unvollstandige Delegation ist eine der Ursachen fiir die Hypertrophie und 
Schwerfalligkeit der innerbetrieblichen Biirokratie. Das Festhalten an Macht- 
funktionen, die in Wahrheit nicht ausgeiibt werden, hat zum Beispiel die Wirkung, 
dass die modernen Formen der Betriebsabrechnung dem inneren Leben des 
Grossbetriebes nicht nur keine Elastizitat und Kommerzialitat geben, wozu sie 
durchaus fahig waren, sondern statt dessen zu einer Vervielfachung der biiro- 
kratischen Akte fiihren. 

Obwohl die negativen Auswirkungen des fiktiven Zentralismus, durch den 
sich das industrielle System von den grossen Ordnungssystemen der Vergangen- 
heit unterscheidet (zum Beispiel der antiken Polis und dem Feudalstaat, die eher 
zuviel als zu wenig Funktionen delegierten), bekannt sind, scheint es unméglich, 
ihn zu iiberwinden. Diese Tatsache kann nur geistesgeschichtlich erklart werden. 
Von seinem Vorganger, dem kapitalistischen Unternehmer, hat der heutige 
Manager das Selbstverstandnis seines Tuns als Arbeit und die hieraus fliessende 
Rechtfertigung seiner sozialen Position vor sich selbst und der Gesellschaft iiber- 
nommen. Diese Einstellung, die den meisten fiihrenden Gruppen in der Ge- 
schichte fremd war, hindert ihn daran, aus dem circulus vitiosus, in den er durch den 
fiktiven Zentralismus geraten ist, wieder herauszukommen. 
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SUMMARY 


Fictitious Centralism in large enterprises. In order that each of the threads of an increas- 
ingly complicated business enterprise may be kept in hand, they are all actually 
made to converge at the highest level. But this centralisation is fictitious; for, in 
reality, it leads to an overburdening of the man at the top, who is thus rendered 
incapable of performing his proper function—namely, to take decisions. Instead, 
he becomes the weakest link in the routine. 

Imperfect delegation, i.e., the delegation of matters for treatment without 
simultaneous surrender of competence, condemns those in the middle grade to 
subaltern standing, in which they too are unable to take any decision or assume 
the responsibility that goes with the taking of decisions. The typical result is that 
nobody decides, that—to exaggerate slightly—_the life of an industrial concern is 
controlled not by definite volition but by the law of cause and effect. 

Imperfect delegation is one of the causes of the hypertrophy and sluggishness 
of the internal bureaucracy of business concerns. The fact of clinging to theoretical 
powers which in reality are not exercised has, for instance, the result that the 
modern forms of accounting practice not only fail to give the internal life of a big 
enterprise the elasticity and commerciality which they quite well could have 
given it, but, instead, lead to a multiplication of bureaucratic processes. 

The negative effects of the fictitious centralism which distinguishes the in- 
dustrial system from the great organisations of the past (e.g. the ancient polis and 
the feudal state, both of which tended to delegate too many rather than too few 
functions) are certainly well known, yet it seems impossible to overcome it. This 
fact is only to be explained in the light of the history of ideas (‘‘Geistesgeschichte’’). 
From his predecessor, the capitalistic entrepreneur, the present-day manager has 
taken over the automatic equation of what he does with work, and the consequent 
justification of his social position in his own eyes and those of society. This attitude, 
which was alien to most of the leading groups in history, prevents him from 
extricating himself from the vicious circle which he has got into as the result of 
fictitious centralism. 


RESUME 


Centralisme fictif dans les grandes entreprises. Afin de garder en main tous les fils d’une 
entreprise devenant de plus en plus complexe, on les fait tous aboutir a sa direction. 
Toutefois, cette centralisation est fictive car, 4 la vérité, il en résulte pour le chef 
un surcroit de travail qui le rend incapable de remplir sa véritable tache, qui est 
de prendre des décisions. Au lieu de cela, il devient l’élément le plus faible dans la 
routine. 

La délégation incomplete, c’est-a-dire la délégation d’un travail déterminé 
sans transmission simultanée des pouvoirs, condamne les cadres du degré moyen 
a une position subalterne dans laquelle — faute de responsabilité — ils ne peuvent 
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prendre aucune décision au vrai sens du mot. Le résultat typique de cet état de 
choses est que personne ne décide et que l’on peut dire — sans trop exagérer — que 
la vie d’une entreprise industrielle n’est pas dirigée par une volonté déterminée, 
mais par la loi des causes et des effets. 

La délégation incomplete est l’une des causes de l’hypertrophie et de la pesan- 
teur de la bureaucratie au sein méme de l’entreprise. Le fait de conserver des pou- 
voirs théoriques, qui en réalité ne sont pas exercés, a par exemple pour effet que 
les formes modernes de comptabilité ne donnent non seulement aucune élasticité 
et aucune commercialité 4 la vie interne de la grande entreprise, ce dont elles 
seraient parfaitement capables, mais conduisent 4 une multiplication d’actes 
bureaucratiques. 

Bien qu’on connaisse les effets négatifs du centralisme fictif par lequel le 
systéme industriel se distingue des grandes organisations du passé (par exemple 
ancien polis et Etat féodal, qui ont plutét délégué trop de pouvoirs que pas 
assez), il parait néanmoins impossible de le surmonter. Ce fait ne peut étre 
expliqué que sur la base de l’histoire des idées (Geistesgeschichte). De son prédé- 
cesseur, soit l’entrepreneur «capitalistique», le chef d’entreprise d’aujourd’hui a 
repris la notion que son activité est synonyme de travail et la justification qui en 
découle de sa position sociale a ses propres yeux et devant la société. Cette menta- 
lité qui, dans l’histoire, était inconnue 4a la plupart des groupes dirigeants, l’em- 
péche de sortir du cercle vicieux dans lequel il est tombé du fait du centralisme 
fictif. 





THEORIES OF CONTROLLED CAPITALISM 


Ever since Werner Sombart presented his theory of mature capitalism in 1927, 
economists have been engaged in evaluating the evolution of private capitalism. 
Popular opinion has gradually accepted the position that ‘‘ pure”’ capitalism has 
been replaced by a “‘mixed’’ economy. Yet there is no agreement among social 
scientists as to the nature and significance of the new ingredients, nor upon the 
extent to which the capitalist system actually has been transformed. Broadly 
speaking, two divergent assessments rival for exclusive recognition. One school 
of thought believes that the new elements in the economy are of a “‘socialist”’ 
nature and thus either condemns the trend of events since the Great Depression as 
“‘creeping socialism”? or explores the meaning and principles operative in the 
socialist sector of the economy. The other group of thinkers sees the transformation 
of capitalism as a reform within the system that is attributable either to statist and 
militarist interference or to organized reform movements which seek to remove 
specific defects of private capitalism through private and governmental action. 

The purpose of this review article is to examine the economic theory implicit 
in the defect theory of private capitalism. What is the nature of the economic 
defects? How do these defects generate economic disadvantages? Why and how 
do the economically disadvantaged groups transform themselves into economic 
power blocs? What is the significance and nature of the organized groups, and 
how does capitalism adjust itself to this economic reform? 

Two outstanding efforts have been made to give us a non-Marxist theory of 
the defects of private capitalism. We are referring to the theory of social protection 
of Karl Polanyi! and to the theory of the taming of private capitalism by Bruno 
Seidel*. How far do both writers succeed in giving a satisfactory explanation of 
(a) the defects and (b) the reform of private capitalism? 


SOCIAL PROTECTION AND MARKET NEXUS 


Karl Polanyi sees the whole market system as being the creator of economic 
disadvantages. Competition in all markets creates the institution of an automatic, 
self-regulating market economy, which inherently leads to a destruction of ‘‘the 
human and natural substances of society”’. 

In mercantilism, exchange of commodities in markets was strictly limited to 
products. Ownership, possession, and use of land were carefully determined by law 
and custom of the feudal order. Competitive markets for factors were established 
not before the nineteenth century. “Only by 1820 did it (the policy of laissez- 
faire) stand for the three classical tenets: that labor should find its price in the 
market; that the creation of money should be subject to an automatic market 


1. The Great Transformation, New York 1944. 
2. Industrialismus und Kapitali. — Sozialethische und institutionelle Wandlungen einer Wirtschaftsform, 
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mechanism; that goods should be free to flow from country to country without 
hindrance or preference; in short for a labor market, the gold standard and free 
trade”’ (p. 135). 

The laws of supply and demand created great evils for nature and man. 
Applying the commodity fiction to land meant destruction of the soil, depletion 
of animal and energy resources, and deforestation of whole regions. Commerciali- 
zation of land implied a separation of man from nature, destroying the stability 
and physical safety that man derives from nature. Colonial peoples suffered the 
same fate. ‘‘ International free trade, if unchecked, must necessarily eliminate ever 
larger bodies of agricultural producers’”’ (p. 182). 

Labor was experiencing a similar fate. ‘‘ Legal compulsion, and parish serfdom 
in England, the rigors of an absolutist labor police as on the Continent, indented 
labor in the early Americas, were the prerequisites of the ‘willing worker’. But 
the final stage was reached with the application of ‘nature’s penalty’, hunger” 
(p. 182). Workers thus became urbanized and proletarianized. Although capi- 
talism grew by leaps and bounds, “‘the stupendous achievements of market 
economy had been bought at the price of great harm to the substance of society”’ 
(p. 186). 

Yet cultivators and laborers withstood decimation because of a new organi- 
zing principle of self-regulation. “‘The principle of social protection was aiming 
at the conservation of man and nature as well as productive organization, was 
relying on the varying support of those most immediately affected by the dele- 
terious action of the market—primarily, but not exclusively, the working and the 
landed classes—and using protective legislation, restrictive associations, and other 
instruments of intervention as its methods”’ (p. 132). The principle of social pro- 
tection thus establishes a common thread among all the manifold forms of inter- 
vention in markets, whether they originated from the landlord, the farmer or the 
worker, and regardless of what were their particular origins, forms or effects. 

Great emphasis is placed upon the spontaneous rise of the movement for 
social protection. The liberal historian, Dicey said, ‘‘ that there had been complete 
absence of any deliberate intention to extend the functions of the state, or to 
restrict the freedom of the individual, on the parts of those who were directly 
responsible for the restrictive enactments of the 1870’s and 1880’s”’ (p. 141). 
Protection against the market system was thus achieved without a comprehensi- 
vely organized movement of economic reform. 

In all, the self-regulating market created a series of disadvantages, which 
affected the economic role and livelihood of (a) the farmer and landlord, (b) the 
colonials in under-developed countries, (c) the laborer in modern industry, 
(d) the business organization itself. These four disadvantages were so great as to 
establish the automatic market system as the major enemy of disadvantaged groups. 

Three questions arise for an appraisal of this interpretation of rise and decline 
of market capitalism. Why is the market system per se necessarily and under all 
conditions disruptive? Do the various attempts at protection constitute one uni- 
form principle of social protection? Could and will the transformation of the 
market economy succeed without organized movements being its vehicle? 
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There is no clear definition of the strategic concept of the ‘automatic market 
system’’. Emphasis upon the automacity of the market implies that markets are 
competitive. Yet we never learn what kind of competition prevails. The economics 
of competition is at the center of the theory of social protection but this core is 
never analyzed. Competition seems indivisible; it must dominate all markets, 
and it must govern each feature of every market. No elements of monopoly are 
permitted to mingle with competition. Every activity in a market that is not 
competitive is necessarily a part of social protection. In making competition 
indivisible, the author deprived himself of the opportunity to develop a theory of 
the monopolistic elements in markets. 

Moreover, the autotnatic market system is universal. Markets cannot be 
limited to products and materials. “‘As the development of the factory system 
had been organized as part of a process of buying and selling, therefore labor, land 
and money had to be transformed into commodities in order to keep production 
going’”’ (p. 75). It seems that the factory system is the ultimate cause for universa- 
lity. Yet there is no analysis of the earlier or modern factory system, nor of the 
property structures associated with the earlier or present systems of production. 
There is thus no place in this theory for big business. 

Interdependence of all markets on a national and world scale is the third 
feature of the automatic market system, yet it is not shown how markets create 
imperialistic gains. It is more the liberal ideology rather than the record of 
history from which indivisibility, universality and interdependence of the auto- 
matic market system are frequently deduced. 

The concept of social protection is so extremely comprehensive that it com- 
prises all deviations from the idealized market system. Monopolism and impe- 
rialism, genuine protection of laborers, farmers and small firms, are all covered 
by the concept of social protection. The Great Depression of 1873-1886 was 
responsible for cartel organizations, trusts, and monopolistic tariffs in both 
continents. Being caused by the disruptive gold standard, imperialism was re- 
garded as a form of social protection. Social insurances for workers, direct and 
indirect subsidies to farmers, national liberation in colonies, were all measures in 
defense against the automatic market system. Protectionism takes on the tinge of 
collectivism and at one place was named “‘socialist interventionism’’ (p.231). 
Obviously, the principle of social protection in its present form is untenable. Its 
five features cannot be attributed to one sole cause, the automatic market system. 
Yet does the principle of social protection contribute towards a theory of economic 
reform? 

The central thesis of Professor Polanyi of an inherent conflict between the 
market system per se and the nature of land and labor is not convincing. Such a 
thesis would require a precise answer to what is the “‘nature’”’ of land or of man, 
of what is the ‘‘substance of society”’ and also why the experience of the Industrial 
Revolution should apply to capitalism as such. Quite acceptable, however, seems 
the thesis of the disruptive effect of the industrial revolution and the operation of 
the Speenhamland Law. This earlier commercialization destroyed the guild 
system and the feudal land order, disintegrated the pattern of rural life, dismem- 
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bered or urbanized millions of families. If the extent of the cultural disruption has 
been overstated there is no definite information on whether workers were close 
to or well above the level of mere subsistence*. Recent criticism has not destroyed 
the thesis of economic and cultural disruption effected by the Industrial Revo- 
lution. 

Yet, after the Industrial Revolution, agriculture became commercialized 
without being decimated. This commercialization is especially true for American 
production of the staples, in which a return to a non-market system is unthinkable. 
In American agrarianism, opposition to the gold standard was accompanied by 
demands for a widening of the markets for agricultural produce. Reform of the 
monetary standard in no way entailed opposition to the market system for agri- 
culture. 

The continuity of social protection seems overstated. In Britain, there was some 
historical continuity between the fight of the landed aristocracy against “‘free 
corn’’ and the workers’ fight for shorter working hours and higher wages. In the 
United States, the movement of the farmers for free trade was accompanied by 
the fight against monopolies. Up to 1890, American claims for social protection 
included a demand for free trade rather than insistance upon tariff protection‘. 
In fact, a principle of social protection for the United States can only include 
measures in support of farmers, laborers and small business, while private mono- 
polies or governmental promotion of big business were and are not regarded as 
a part of social protection’. Nor is there any American evidence for the causal 
connection between market defects and spontaneity of protection. Farmers and 
laborers could fight against the defects of private capitalism only when they acted 
collectively, whether through political or economic organizations. The demand for 
social protection in the United States was directed not against the market system 
as such, but either against specific defects in particular markets or against specific 
difficulties of land or labor supply adjusting themselves to the market system. 

In all, Polanyi’s defect theory of private capitalism did not achieve its two goals. 
There is no precise theory of the nature of economic disadvantages or of the 
specific forms of economic reform. The reason for this failure seems to lie in three 
causes. First, there is no theory of markets that exhibit a persistent tendency 
towards disequilibrium. Second, there is no separation of defects that are attri- 
butable to disequilibrating markets and those disadvantages that spring from 
cyclical or monetary disturbances in the economy. Third, there is no distinction 


3. After examining the available evidence on costs of living for workers, a British historian—who 
vigorously protests against the writing of history in terms of economic systems—concludes: “‘My guess 
would be that the number of those who were able to share in the benefits of economic progress was larger 
than the number of those who were shut out from these benefits and that it was steadily growing. But the 
existence of two groups within the working class needs to be recognized. Perhaps the explanation of the 
division of opinion... rests on this”. T. S. Aston, “Standard of Life of the Workers in England, 1790-1830”, 
Capitalism and the Historians (ed. F. A. Hayek), Chicago 1954, p. 159. 

4. It was the tariff of 1890 that for the first time “provided a complete schedule of protective duties 
on farm products”’. (Murray R. Benepict, Farm Policies of the United States, 1790-1950, New York 1953, Pp. 57)- 
This farm tariff was primarily a grant by the Republican Party to the farmers so that the duties on manu- 
factured products could be raised to higher levels. 

5. ARTHUR Scuwe!TzeER, “American Competitive Capitalism”, Schweizerische Zeitschrift fiir Volkswirt- 
schaft und Statistik, Nr. 1, 1956. 
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between genuine reform movements in markets and profit efforts of firms or groups 
that seek to establish a monopolistic position for themselves, nor of attempts that 
strive for a high level of full and stable employment. Given these three deficiencies, 
there is and can be no starting point for an explanation of economic blocs and 
their impact upon private capitalism. 


RISE AND CURSE OF INDUSTRIALISM 


In his comprehensive study on the relationship between industrialism and capi- 
talism, Dr. Bruno Seidel covers essentially the same historical ground as did 
Dr. Polanyi and addresses himself also to the transformation of private capitalism. 
Seidel’s book® is divided into six comprehensive chapters. The first is of a methodo- 
logical nature. The effort to define the present social situation and indicate the 
position of man in contemporary social science is primarily a survey of the litera- 
ture on freedom and necessity, social ethics and values, and their role in the social 
sciences. The second chapter begins with the main historical phases of pre-capi- 
talism, of early and mature capitalism, following fairly closely the main ideas of 
Sombart down to the beginning of the Nineteenth Century. There is then a 
detailed analysis of industrial capitalism and its sociological and psychological 
consequences. The third chapter deals with the “‘ taming of industrial capitalism’’, 
the various elements and phases of market control and the chances of the controls 
to achieve an economic and social reintegration. The fourth chapter considers 
the impact of the elements of control upon political democracy, the role of private 
organizations in political life, the subsequent change in governmental functions 
and the rise of the public sector in the economy. The fifth chapter investigates the 
present position of both neoliberalism and socialism, the limits and opportunities 
of both in the future. The last chapter assesses the present position of private 
capitalism and evaluates the future chances of industrial societies. 

It is impossible to review all parts of this book and to do justice to the wide 
range of sociological, political and psychological theories that intersperse the 
historical and economic analysis. The central problem deals with the relationship 
between industrialism and capitalism since the Industrial Revolution. Let us 
summarize the author’s position on this crucial issue and examine his results as 
a contribution to the defect theory of private capitalism. 

The industrial revolution has added industrialism to private capitalism. Both 
elements became integrated into the economic system of industrial capitalism. 
Yet the industrial and capitalist components exerted a different influence upon 
the nature of the system. In order to ascertain the significance of each, an attempt 
is made to separate both components, trace their evolution, interaction and 
ultimate conflict within private capitalism. It is the thesis of Dr. Seidel that a 
conflict has arisen between the industrial and capitalist elements of the present 
economic system. The great dilemma of our time is, he believes, that it has been 


6. Op. cit. 
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possible to tame the capitalist features while we have been completely powerless 
to control the industrial elements of the capitalist economy’. What is the specific 
meaning of the crucial terms and why has there been this conflict within private 
capitalism? 

“‘Industrialism”’ appears as a particular mode of production that is char- 
acterized by (1) producing of goods in large-scale modern enterprises, (2) in- 
creasing use of machines as a source of non-human and a substitute for human 
power, (3) increasing specialization within large enterprises as well as an increasing 
division of labor and interdependence among the various parts of the whole 
economy®. This peculiar kind of production has penetrated deeply into all phases 
of human activity and has thus created a new type of industrial man and industrial 
style of life. 

In contrast, ‘‘capitalism’’ comprises (1) private ownership of the means of 
production, (2) regulation of the economy by the free exchange mechanism, and 
(3) cyclical fluctuations in the volume of employment which cycles are regarded 
as an inevitable consequence of private property and the undisturbed operation 
of the free exchange mechanism. Operation of these capitalist features was reen- 
forced through the evolution of legal institutions which provided a guarantee for 
the security of private property and assured full freedom for the unlimited private 
disposal of the means of production through freedom of contract and governmental 
neutralism in market affairs. 

What is the interaction of “‘industrialism’’ and “‘capitalism’’? Both are 
closely related to each other. The capitalist order of private property and of free 
markets was a necessary precondition for the industrial way of production. Both 
components strengthened and supported each other until the exchange mechanism 
had enabled the industrial mode of production to penetrate practically into every 
part of the economy. Once the industrial mode was well established, ‘‘industria- 
lism’? became independent of “‘capitalism’’. The exchange mechanism became 
increasingly subject to extensive control, whereas the industrial development has 
become ‘‘a sort of progressive technical paroxysm’’*®. There is no intention of 
imposing any form of control upon modern technology whereas the control of 
the market system is an inescapable reform within and of private capitalism. 

What is the reason for this unlimited growth of modern technology? Any mode 
of production, we are told, exerts a deeper and longer lasting influence than can 
be achieved by any kind of economic order. These modes of production conform 
to the socio-psychological and political customs of a nation and both together 
establish the foundation for any kind of economic order. Modes of production are 
thus much more fundamental than anything connected with the more ephemeral 
structures of property or income. Technologically determined modes of production 
can thus “‘not be corrected through mere institutional measures that relate to the 
property structure and distribution of income’’!®. Unlimited growth of modern 


7. Ibid., p. 184. 
8. Ibid., p. 95. 
9. Ibid., p.118. 
10. Ibid., p. 136. 
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technology is thus a result of its independence from the capitalist property or 
market structures. 

In addition, technological progress proved to be beneficial for most of the people 
concerned. The essence of technology is the saving of labor time, the easing of the 
onerousness of labor. Any achievement in this direction can hardly ever be elimi- 
nated. More goods can be produced with the same quantity of labor inputs. 
Increase in the volume of output, as measured by the Day-Persons index, became 
possible at a time when there was a tremendous rise in the population. Increased 
demand of a rising population could be satisfied only through an ‘‘ extreme dyna- 
mic enlargement of the technological production possibilities’. To be sure, 
innovations do displace laborers from certain jobs; yet technological unemploy- 
ment is a short-run affair. New jobs will be created by other innovations so that 
the net economic effect of the industrial mode of production is a permanent rise 
in the standard of living. 

In terms of culture, sociology and psychology, however, the whole period of 
industrialism during the Nineteenth Century constituted a fundamental break 
in the cultural and social development of mankind. Industrialism is said to be 
responsible for four sociological defects. Employment concentration in plants is 
followed by urban agglomeration in big cities. Rural people became semi-skilled 
workers; white collar workers increased faster percentage-wise than factory 
workers. The majority of an industrial people became proletarians. This social 
class is characterized through a process of open inward and closed outward 
mobility. Similarity of work in large factories leads to a uniformity in the conditions 
and style of life for employees. 

Yet modern industrialism has also created a ‘‘mass man’’. The whole system 
of social and philosophical values, formerly binding for everyone, has been 
destroyed. A whole process of leveling down has set in, which is said to have 
produced a social ‘‘ Deklassierung’’. A new form of poverty has arisen which springs 
from the fact that man became fully dependent upon the economy. As a result, 
the existence of everyone is subjected to a process of proletarianism. ‘‘ Vermassung”’ 
becomes universal. Society in all its groups and aspects becomes “‘proletarian”’. 
Technology requires huge markets; uniformity of tastes and receptivity to ad- 
vertising allow large concerns to mould the demand, actual purchases, and forms 
of consumption of the multitude. Separation of work from living, shrinkage of the 
household, disintegration of the family, destroy most of the specific functions of 
primary groups and have given rise to a vast entertainment industry. “‘ Mass 
man”’ has lost his capacity to put content into his increased leisure time, the 
function of which usually is to escape from the increased discipline imposed by the 
extreme specialization of his work. Worst of all, ‘‘the sociological process of Ver- 
massung threatens the sense for social values and for responsibility’’!*, The subse- 


11. Ibid., p. 119. 

12. Ibid., p. 149. All the principles implicit in ‘““Vermassung” are presented as if they were self-evident 
and inescapable consequences of any kind of industrialization. Yet the whole sociology of the “mass man” 
is long on deductions and very short on evidence. What we urgently need are empirical studies upon all 
aspects of the industrial style of life, either providing the evidence for, or leading to a rejection of, the 
“mass” sociology. 
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quent urge for excitement opens the door for mass sports and creates opportunities 
for adroit political demagogs and fascist movements. 

There is thus a peculiar conflict between the economic and sociological 
consequences of industrialism. The rise in the standard of living and the increased 
volume of employment are thus accompanied by a continuous process of social 
and psychological disintegration. Although a return to a pre-industrial mode of 
production is explicitly rejected, one receives the definite impression that the price 
of industrialism has been measured by the author and found to be excessively high. 
He therefore proposes a “‘taming”’ of the process and consequences of industriali- 
zation. His two most important proposals are that the tendency towards urban 
agglomeration should be replaced by a deliberate policy of industrial and resi- 
dential decentralization, and that the secondary large-scale enterprises should be 
subjected to a policy of effective deconcentration". 

Yet there is no attempt at an explanation of (a) why the same process of 
industrialism can have economically beneficial and socially detrimental con- 
sequences; (b) why there has been no organized movement towards a “‘taming”’ 
of the process of industrialism to modify and correct its disintegrating influence 
upon man and society. 


TAMING OF PRIVATE CAPITALISM 


There term “‘taming”’ refers almost exclusively to a control of markets in private 
capitalism. The other two elements of capitalism, namely private ownership of the 
means of production and cyclical fluctuations of the volume of employment, are 
practically excluded from Dr. Seidel’s definition of controlled capitalism. The 
policy of full employment is presented only as the last phase of the policy of social 
security, as the financial policy of the government, rather than being the product 
of an independent policy that seeks to eliminate business cycles as a distinct feature 
of private capitalism. Nor is the property structure subject to a distinct control by 
private or public agencies. Concentration of property is only regarded as a mono- 
poly problem in markets and the manifold efforts towards a control of property 
relations are not incorporated into this rather narrow definition of controlled 
capitalism. 

There is an extensive effort to show the gradual development of the various 
kinds of market interventions. The evolution of the market system during the 
Nineteenth Century is divided into three distinct phases. The incipient market 
system comes to an end with the English elimination of the corn tariffs. The fully 
developed market system covers most of the second half of the Nineteenth Century 
in England. In the declining phase of the free market system, monopolism and 
social security become rival principles, the operation of which gradually penetrates 
into all aspects of the market system. Interventionism becomes thus a significant 
force in the period when private monopolies, export subventions and social in- 
surances have arisen as typical features either in Great Britain or Germany. 


13. Ibid., p. 396-398. 
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Interventionism is regarded as an endogenous phenomenon that arises because 
of three different causes. There is said to be a conflict between economic freedom 
of enterprises and the maintenance of an effective democracy'*. Democracy 
becomes more and more egalitarian with widening of the franchise for everyone 
so that agencies of government are seeking to establish economic institutions for 
obtaining economic security for defenseless groups (factory and health legislation). 
Interventionism thus constitutes a taming of some facets of entrepreneurial free- 
dom but also a humanization of work, a tendency towards economic democracy. 
The political effect of these interventions is a process of democratization of society 
and of an integration of laborers into democracy. 

Interventionism is also a method of removing the economic disadvantages of 
workers in private capitalism. Workers are forced to offer their services for sale 
under any condition. Thus the protective organization of trade unions is necessary 
to correct the operation of the free market system in accordance with the principle 
of equality. The activities of unions and government have led to such an extensive 
network of organizational and institutional corrections of the market system that 
the most extreme structural inequalities have been removed. Laborers enjoy an 
increase in their passive economic freedom, the maintenance of which has become 
a political task of government». 

Finally, interventionism grew out of an open conflict between the principles 
of freedom of contract and of competition. Producers fully utilized the right to 
form associations, created cartels, fixed prices and production quotas and thereby 
established control over the markets for their products. The principle of individual 
competition is replaced by the one of group competition. This leads to a penetration 
of power into markets in which decisions are made primarily according to “‘stra- 
tegic’’ considerations. These monopolistic organizations are strengthened by the 
fact of increasing concentration of capital and the rising size of large enterprises 
which enjoy a “‘monopoly of quality’? through innovation. Lower costs and a 
higher degree of organization assure differential rents without actually eliminating 
the less efficient enterprises. Combines with quality monopolies go beyond price 
setting and control also innovations so as to avoid excess capacity and capital 
losses!*, Concentration has thus the effect of creating profit differentials among 
firms and of stabilizing monopolistic positions. 

Each one of these causes gives rise to a peculiar type of intervention. The 
efforts of trade unions produce social-political interventions, whereas the collective 
actions of producers give rise to organizational interventions. Interference of the 
state leads to socio-ethical interventions!’. All three arose at first in a random 
fashion in which the relations among the various groups were more or less anarchic. 
The Great Depression increased the volume of interventions, and it forced private 
and governmental agencies to a mutual adjustment of their various collective 
policies. At the same time a “‘group liberalism”’ arose in which the various orga- 
nized groups engaged in a power struggle so as to get a larger control over markets 


14. Ibid., p. 389. 

15. Ibid., p. 248. 

16. Ibid., p. 287 ff. 
17. Ibid., p. 206-208. 
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and political agencies of the state. In our time, the multitude of interventions are 
coordinated into a reintegrated economic system. Economically, interventions 
lead to a “‘planned capitalism”. Ideologically, the new ethical goals of economic 
security and economic equality set the standards for an integration of the various 
interventions. Politically, laborers become equals, are integrated into state and 
society and become a part of democracy. Sociologically, reintegration produces an 
increasing social equality, a diminishing of differences among social classes. 
Although this process of reintegration is in its earliest phase, there can be no doubt 
that—in the absence of internal and external political disturbances—our know- 
ledge of the economic processes is now so great as to complete the process of social 
reintegration ‘‘ within a few years in the old-capitalist countries...’’!*. 

The purpose of the ‘‘compensatory”’ (groups) and “‘corrective’’ interventions 
(state). has been to introduce a greater degree of equality into the economic and 
social relationships among men!?®, The “‘taming”’ of capitalism was thus achieved 
through the introduction of socialist or social-ethical elements into the economic 
order. The result is a mixed economy in which capitalistic and socialistic ingredients 
have produced a dual economy, and which could be called either a quasi-capitalist 
or quasi-socialist system. 


TASKS FOR THE FUTURE 


A comparison of the older and newer versions of the defect theory shows con- 
siderable progress in our understanding of the evolution of private capitalism. 
Three improvements are noticeable. The first relates to the main cause of the 
defect of private capitalism. The deficiency in the position of land and labor is not 
deduced from a comparison between pre-capitalist and capitalist phases of evolu- 
tion. The deficiency is derived from one central element of industrial capitalism, 
its free exchange economy. The economic disadvantages of certain groups are thus 
inherent in the capitalist economy. No comparison with any other period is re- 
quired, and the newer version is thus not subject to the charge of “‘romanticizing 
our pre-industrial world’’?°. Yet one has to admit that Dr. Seidel’s two principles of 
“‘mass’’ sociology and a “‘ proletarian society’’ contain a tinge of romanticism in 
that they hark back to a stage of non-machine technology and thus tend to over- 
state the influence of modern technology upon industrial society. 

The new version of the theory places stress upon the gradual evolution of the 
free exchange economy and shows how the various interventions arise in response 
to specific market deficiencies. Although the defective markets are not analysed 
in sufficient detail, the basic problem of unequal economic positions of the oppo- 
nents and the resultant “‘compulsory”’ supply of labor services or agricultural 
products has been stated with great clarity. The market system as such does not 

18. Ibid., p. 213. 

19. Jbid., p. 238. The multitude of goals implicit in interventions is recognized in other places (p. 403). 

20. Louts M. Hacker, “The Anti-Capitalist Bias of American Historians”’, Capitalism and the Historians, 


Chicago 1954, p. 65. 
21. SEIweL, op. cit., p. 87-89, 256-259. 
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necessarily attack the ‘‘whole business system”’, nor do colonies inevitably arise 
under any market system. The rise of protective organizations is a group response 
to specific market deficiencies. The principle of social protection is thus not neces- 
sarily all-inclusive; in its newer form imperialism and colonial liberation are 
excluded. 

All forms of market control are the result of collective actions, whether by 
private groups or by governmental agencies. The notion of a “‘spontaneity”’ of 
group action is thus not adopted by the newer version of the theory. The sponta- 
neity concept is inadequate for meeting the laissez-faire argument that non- 
conforming market controls ~ ginate from deliberate measures of either power- 
hungry bureaucrats or totalitarian planners or socialists. The few interventions 
of spontaneous group reactions are of passing significance. Organized groups are 
necessary to keep the interventions alive as effective means of market control. 
Organization of groups for the purpose of market control has thus become a 
central feature of controlled capitalism. Some of these organized groups are the 
prime movers of economic reform in the current phase of private capitalism. Social 
protection of their economic positions in markets is the product of their collective 
actions. 

In having emphasized these improvements, one is under obligation to point 
to the deficiencies of the new defect theory. There is no economic theory of 
deficient markets. Such a theory has a chance of success only if one clearly rejects 
the theory of perfect competition, whether as an interpretation of previously 
existing markets”? or as a norm for future markets. The norm is not acceptable 
because it hinges upon possession of perfect knowledge which is not attainable in 
any society, and also because of the expectation that we can dispense with all 
group organizations and return to a modified atomistic society once governments 
have established the required legal order essential for competitive markets. 
Rejection of this norm intensifies the need for a theory of substandard markets 
with excess labor or product supply, of markets dominated by concentrated 
property demanding labor services or materials of suppliers. Concentrated 
property as well as poverty have to be incorporated into a realistic theory of 
market pricing?*. 

Moreover, there is no theory of the various kinds of controlled markets. All the 
manifold efforts to develop a theory of interventionism, independent of the com- 
petitive norm, did not achieve their goal**. They necessarily had to fail because 
too many groups or governments engage in interventions, whose goals and re- 
sources, opportunities or obstacles, differ so markedly from each other. No one 
is thus likely to find a set of principles that is able to apply to the great bulk of 
interventions and do justice to the goals, efforts and results of all the groups in- 
volved. A manageable alternative is an analysis of different market sectors and of 
economic power blocs. The various originators of interventions—trade unions, 

22. See Joan Rosinson, “The Impossibility of Competition”, Monopoly and Competition and Their 
Regulation (ed. Edward H. Chamberlin) London 1954. 

23. See Ericu Presser, “Property and Power in the Theory of Distribution”, International Economic 


Papers, No. 2, London 1952. 
24. Cf. Frirz Marsacn, Zur Frage der wirtschaftlichen Staatsintervention, Bern 1951. 
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farm organizations, small business associations and large business concerns—en- 
gage actively in the pricing process, set its goals, select the procedure, and determine 
the rules of pricing. In doing these many things, each of the four groups builds 
up a unique market sector in which various forms of institutional rules or controls 
produce different pricing formulas and results**. The future task in price theory 
is to evolve useful theories that interpret the past, and provide a guide for future 
pricing and distributive efforts for each of the four major market sectors of con- 
trolled capitalism”*. 

Aside from the distinction of ‘group anarchy”’ and ‘‘group liberalism’’, 
one misses a comprehensive theory of economic power blocs. These blocs are 
eco-political organizations which employ political means to achieve economic 
goals. ‘Commodity groups’’ within each bloc seek government support in achie- 
ving a more effective control of their particular markets. The larger organizations 
aim at governmental measures that assure a better control of their market sectors, 
fight the encroachments of other blocs and, if possible, translate their group 
interests into the law of the land. The twofold economic function of the government 
in such situations is to satisfy some of the claims, yet also to reconcile the conflicting 
interests, of rivaling economic blocs. Political and economic control elements thus 
interact in each market sector, but the adjustment among the sectors tends to 
become primarily, whether ad hoc or continually, a function of government. Co- 
operation of economists and political scientists is thus required to arrive at a 
comprehensive economic and political theory of economic power blocs?’. 

In the new version of the defect theory there is no clear distinction between 
monopolistic and protective interventions. Each of the four major sectors is likely 
to contain some defective markets even in controlied capitalism so that protective 
interventions are usually secured by organized groups. Equally, monopolistic 
opportunities arise in any sector, especially in the one of big business, so that 
special profits are realized at the expense of other groups. The principle of social 
protection applies, of course, only to protective interventions, whereas monopolistic 
gains create a position of economic privilege. Protective interventions alone give 
rise to movements for economic reform. Yet both protective and monopolistic 
interactions are productive of market control. The formulation of a specific 
theory of economic reform or social protection is still a task of the future. 

There is a definite tendency in Dr. Seidel’s theory to idealize the nature of 
protective interventions. They are said to be guided by socialist or social-ethical 
ideals of economic and social equality. In the United States at least, the market 


25. According to ones preference, one can characterize such a sectionalizing of the exchange system 
as a “Balkanization” of markets. See CLARK Kerr, “ The Balkanization of Labor Markets”’, Labor Mobility 
and Economic Opportunity, New York 1954, p. 92-110. 

26. Compare for instance VALENTIN F. Wacner, “Die Stellung der Landwirtschaft im Konkurrenz- 
system”’, Zeitschrift fiir schweizerische Statistik und Volkswirtschaft, 1946, p. 501-534. 

27. Unfortunately, some political scientists maintain that “the expansion of government to its present 
scale has politicalized virtually all economic life. The wages being paid most workers today are political 
wages, reflecting pressures rather than anything that might be considered the normal workings of supply 
and demand”. (Samuet Luspeti, The Future of American Politics, New York 1951, p. 259.) It seems more 
fruitful to collaborate with those political scientists who limit politics to the specific political interests of 
economic groups and leave the explanation of the eco-political interests to economists. See Davip B. TRuMAN, 
The Political Process, New York 1951. 
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actions of government do not aim at economic equality but at an elimination of 
extreme economic misery and a reduction of the degree of inequality among 
workers. Minimum wages, maximum hours, unemployment compensation, 
assure economic survival, eliminate extreme poverty, but they do not produce 
economic equality. Unions seek to obtain wages, hours, working conditions and 
fringe benefits that lie more or less above the minimum standard set by govern- 
mental action. Although differentials in wages and hours among different skill 
groups have declined because of union and governmental activities, there is a 
significant difference between the standard achieved by unions and the minimum 
standard set by government®’, There is no reason to assume that all laborers will 
be raised to the union level and all workers will achieve wage, work and income 
equality among themselves. Since genuine economic equality is neither desired 
nor achieved, protective interventions are not socialist in nature, although they 
may be strongly desired and fought for by socialists. In the United States, imple- 
mentation of protective interventions was not only accomplished exclusively by 
the New Deal, but such collective actions of a liberal government contributed 
significantly to the decline of the American socialist movement. All this suggests 
that protective interventions under certain conditions may be a forerunner of 
socialism, as in Great Britain, but they are themselves not identical with socialism. 
American movements at reform aim only at an ‘‘American standard of life’’ for 
laborers and at a “‘ parity price’’ for farmers, neither one of which is regarded as, 
or can be properly called, economic socialism. American reform is influenced by 
democratic-religious but not by socialist goals. 

Last but not least, the new version of the defect theory overstates the signifi- 
cance of industrialism relatively to capitalism. The independence of the former 
from the latter seems highly questionable. Future research should follow the 
tradition of Sombart and Schumpeter who—like Marx—included ‘‘ technology” 
in their definition of capitalism. Crucial seems to be the relationship between 
concentrated property and innovations. A twofold hypothesis can be presented, 
replacing Schumpeter’s theory of innovation. First, concentrated property and 
acquisition are responsible for the rapid rise and spread of technology, as well as 
for many of its detrimental cultural and social effects. Second, property monopoly 
and a rising standard of living have been responsible for the absence of any mass 
movement demanding a control of ‘‘industrialism’’. The major tasks of economic 
reform and economic theory will be to cope with the property monopoly in the 
means of production and still retain industrial technology and rising standards of 
living. Recent tendencies in the United States seem to indicate that control of the 
degree of concentration of property will constitute the next phase of economic 
reform within private capitalism. 

A critical survey of the defect theory of private capitalism thus reveals the 
future tasks of research in comparative economic systems. Required are (1) a new 
theory of deficient as well as of controlled markets, (2) a new theory of property 
monopoly and its significance for markets as well as for technology, (3) a theory 


28. At best one can speak of cyclical variations in the wage iteuntials of skill groups. Cf. M. W. Reper, 
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of social protection and the role of economic reform within private capitalism, 
(4) the growth of the public sector of the economy and its import for private 
capitalism. A successful solution of these four problems will enable us to define 
and understand the nature and phase of controlled private capitalism. 


Indiana University, ARTHUR SCHWEITZER 
Bloomington, Indiana (U.S.A.) 


SUMMARY 


Recent theories of capitalism concentrate upon the defects of markets. The 
theories of Karl Polanyi and Bruno Seidel are examined in this article. In a broad 
survey of economic history since the middle ages, Polanyi concludes that the 
whole economic market system destroys the substance of society and creates 
disadvantages for all groups. Yet disintegration was halted through the principle 
of social protection which comprises all forms of collective economic actions, 
whether by groups or states. Yet, the author has failed to give a specific market 
analysis which would indicate how specific disadvantages arise in the process of 
pricing. The all comprehensive “‘social protection’? contains so many diverse 
elements that one cannot infer from the principle how interventions have reformed 
the market system of capitalism. 

In his analysis of industrialism and capitalism, Seidel sees a conflict between 
the industrial and capitalist elements of our economy. Capitalist elements have 
been ‘‘tamed’’, while we have been unable to control the industrial elements. 
Modern technology has become independent of capitalist property and markets. 
Industrialism has been economically beneficial and socially disintegrating. 
Deconcentration of large concerns and decentralization of large cities are proposed 
as necessary reforms. Interventions in markets spring from cartels of producers, 
organizations of farmers, unions of laborers, and the interference of states. The 
multitude of interventions is developing into a planned capitalism. The result of 
these interventions has been a greater degree of equality in the economic and 
social relationships among men. Control of capitalism was achieved through 
introducing social-ethical principles into the economy. 

The newer version of the defect theory limits control of the market system to 
the most recent period, and states some of the reasons why organized groups 
control their markets. The theory of social protection is limited in its scope; its 
economic, political and social impact upon capitalism is traced in detail. Yet 
missing is still a theory of deficient markets as well as of controlled markets. The 
future task of economic research is to provide an analysis of the different market 
sectors controlled by groups, of the monopoly of concentrated property, of the 
specific nature of social protection, and the economic role of big government in 
controlled capitalism. 
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ZUSAMMENFASSUNG 


Theorien des kontrollierten Kapitalismus. Die jiingsten Theorien des Kapitalismus kon- 
zentrieren sich auf die Marktmangel. Im vorliegenden Artikel werden dieTheorien 
von Karl Polanyi und Bruno Seidel einer Uberpriifung unterzogen. Polanyi folgert 
aus seinem breiten Uberblick iiber die Wirtschaftsgeschichte seit dem Mittelalter, 
dass das System der Marktwirtschaft die Substanz der Gesellschaft zerstért und 
fiir alle Gruppen Nachteile schafft. Doch sei die Desintegration aufgehalten wor- 
den durch das Prinzip des «sozialen Schutzes» (social protection), das alle Formen 
kollektiven wirtschaftlichen Handelns einschliesst, sei es von Gruppen oder von 
Staaten. Der Autor versaumt jedoch, eine spezifische Marktanalyse vorzunehmen, 
die zeigen wiirde, auf welche Weise spezifische Nachteile im Preisbildungsprozess 
entstehen. Der umfassende «soziale Schutz» enthalt so viele verschiedenartige 
Elemente, dass sich unméglich aus dem Prinzip ableiten lasst, wie das Markt- 
system des Kapitalismus durch Interventionen umgestaltet worden ist. 

In seiner Analyse von Industrialismus und Kapitalismus zeigt Seidel einen 
Widerstreit auf zwischen den industriellen und kapitalistischen Elementen der 
Wirtschaft. Die kapitalistischen Elemente wurden «gezahmt», wahrend wir 
anderseits nicht in der Lage waren, die industriellen Elemente unter Kontrolle zu 
bringen. Die moderne Technologie ist vom kapitalistischen Eigentum und von den 
Markten unabhangig geworden. Der Industrialismus ist wirtschaftlich vorteilhaft, 
wirkt aber sozial auf eine Desintegration hin. Entflechtung grosser Unterneh- 
mungen und Dezentralisierung von Grosstadten werden als notwendige Reformen 
vorgeschlagen. Marktinterventionen erfolgen durch Produzentenkartelle, Land- 
wirtschaftsorganisationen, Gewerkschaften und staatliche Einmischungen. Aus 
der Vielzahl der Interventionen entwickelt sich ein geplanter Kapitalismus. Das 
Resultat ist ein hdherer Grad von Gleichheit in den wirtschaftlichen und sozialen 
Beziehungen zwischen den Menschen. Der Kapitalismus konnte durch Einfiihrung 
sozial-ethischer Prinzipien in die Wirtschaft unter Kontrolle gebracht werden. 

Die neuere Version der Theorie von den Marktmangeln beschrankt die Kon- 
trolle des marktwirtschaftlichen Systems auf die jiingste Periode und gibt einige 
Griinde, weshalb organisierte Gruppen die Kontrolle iiber ihre Markte ausiiben. 
Die Theorie des «sozialen Schutzes» ist in ihrer Reichweite beschrankt; ihr wirt- 
schaftlicher, politischer und sozialer Einfluss auf den Kapitalismus ist im Detail 
aufgezeichnet. Es fehlt jedoch noch immer eine Theorie der unvollkommenen 
und der kontrollierten Markte. Die kiinftige Aufgabe 6konomischer Forschung 
besteht darin, eine Analyse zu geben der verschiedenen, durch Gruppen kon- 
trollierten Marktsektoren, des Eigentummonopols, der spezifischen Natur des 
«sozialen Schutzes» und der wirtschaftlichen Rolle des grossen 6ffentlichen 
Sektors im Rahmen des kontrollierten Kapitalismus. 
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RESUME 


Théories du capitalisme contrélé. Les plus récentes théories du capitalisme se con- 
centrent sur les défauts de 1’«économie du marché». Dans le présent article, les 
théories de Karl Polanyi et de Bruno Seidel sont analysées. De son vaste examen 
de l’histoire économique depuis le moyen-age, Polanyi conclut que l’ensemble du 
systéme de l’économie du marché détruit la substance de la société et crée pour 
tous les groupes des désavantages. Pourtant, la désintégration aurait été arrétée 
par le principe de la protection sociale qui comprend toutes les formes d’actions 
économiques collectives, aussi bien celles entreprises par des groupes privés que 
celles de l’Etat. L’auteur a cependant omit de procéder 4 une analyse spécifique 
du marché qui aurait montré de quelle maniére des désavantages spécifiques 
naissent dans le processus de la formation des prix. Le vaste concept de «protection 
sociale» contient tellement d’éléments divers qu’il est impossible d’inférer du 
principe comment les interventions ont changé le systeme de marché du capi- 
talisme. 

Dans son analyse de |’industrialisme et du capitalisme, Seidel voit une contra- 
diction entre les éléments industriels et les éléments «capitalistiques» de l’écono- 
mie. Les éléments capitalistiques ont été «domptés», alors que d’autre part nous 
n’avons pas été en mesure de contréler les éléments industriels. La technologie 
moderne est devenue indépendante de la propriété capitalistique et des marchés. 
L’industrialisme est économiquement avantageux mais améne la désintégration 
sur le plan social. La déconcentration de grandes entreprises et la décentralisation 
de grandes villes sont proposées comme des réformes nécessaires. Les interventions 
sur les marchés proviennent des cartels de producteurs, des organisations agri- 
coles, des syndicats ouvriers et des ingérences de |’Etat. De cette multitude d’inter- 
ventions se développe un capitalisme planifié. Le résultat de ces interventions a 
été un plus haut degré d’égalité dans les relations économiques et sociales entre 
les hommes. Le contréle du capitalisme a été achevé par l’introduction des 
principes socio-éthiques dans |’économie. 

La derniére version de la théorie des défauts du marché limite le contréle du 
systeme de l’économie a la plus récente période et donne quelques-unes des 
raisons pour lesquelles des groupes organisés contrélent leurs marchés. La théorie 
de la protection sociale est d’une portée limitée; son influence économique, poli- 
tique et sociale sur le capitalisme est décrite en détail. Toutefois, il manque encore 
une théorie des marchés défectueux de méme qu’une théorie des marchés con- 
trélés. La tache future des recherches économiques est de fournir une analyse des 
différents secteurs du marché contrélés par des groupes, du monopole de la pro- 
priété, de la nature spécifique de la protection sociale et du réle économique du 
grand secteur publique dans le capitalisme contrdlé. 





LE PROBLEME DE L’UNION ECONOMIQUE: 
L’EXPERIENCE BELGO-LUXEMBOURGEOISE* 


M. James E. Meade nous donne une analyse critique de ce qu’a été |’expé- 
rience del’Union économique belgo-luxembourgeoise durant !’entre-deux-guerres. 
Comme il le dit dans son introduction, il n’a pas voulu faire l’histoire de cette 
expérience. Mais cette Union constitue pratiquement le seul exemple d’une réus- 
site, au cours de |’entre-deux-guerres. 

Aprés avoir analysé les conditions dans lesquelles se trouvait le Grand-Duché 
de Luxembourg aprés la dissolution du Zollverein allemand, a l’issue de la 
premiére guerre mondiale, M. Meade expose les grandes lignes du Traité qui 
en 1921 a établi la nouvelle union, qui entra en vigueur le 1% mai 1922. Ce 
traité visait 4 établir plus qu’une union douaniére, il allait jusqu’a union éco- 
nomique effective. Cependant, dans leur tentative de créer un marché commun 
des biens et des services, les gouvernements ne se sont pas préoccupés de créer 
des conditions égales de concurrence. En fait, aucun probléme ne s’est cependant 
jamais posé a cet égard. 

Quelles conclusions M. Meade tire-t-il de cette expérience? Ceci constitue 
incontestablement le point le plus important de son étude. 

L’auteur déclare tout d’abord que cette union économique n’a pas eu a sur- 
monter deux difficultés fondamentales qui se poseraient, si des unions écono- 
miques étaient créées sur une plus large échelle. 

Tout d’abord, il s’agissait de l’union d’un pays relativement grand avec un 
partenaire de taille beaucoup plus petite. Ceci facilite incontestablement les déci- 
sions qui doivent étre prises, au sein d’une telle union. 

En second lieu, l’histoire monétaire avait facilité l’adoption de la monnaie 
belge, tout en maintenant au Luxembourg une monnaie symbolique qui lui était 
propre. Le Luxembourg n’avait donc pas de politique monétaire véritable, de 
telle sorte qu’elle n’a eu aucune difficulté 4 admettre celle de la Belgique. Ceci a 
éliminé le probléme de la balance des paiements. 

Cependant, il subsistait au moins quatre problémes importants, et ils ont da 
recevoir une solution plus ou moins complete. 

Tout d’abord, s’il n’y avait pas de probléme de balance des paiements a l’inté- 
rieur de |’Union, il pouvait y en avoir vis-a-vis de l’extérieur. Et de fait, dans cer- 
tains cas, il fallut rétablir le systéme des licences, avec répartition de celles-ci 
entre la Belgique et le Grand-Duché. Ceci a forcé 4 créer une administration ap- 
propriée. 

En second lieu, la suppression de la fronti¢re commune a posé le probléme des 
droits d’accises sur certains produits, de méme que celui de la taxe de transmission. 
Bien que l’unification ait pu étre réalisée sur certains points, il subsistait des 


* Commentaire sur James E. Meape, The Belgium-Luxembourg Economic Union 1921-1939: Lessons from 
an Early Experiment, Princeton, N.J., 1956, International Finance Section, Princeton University, 41 p. 
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difficultés sur d’autres. Par exemple, le probléme de la taxe de transmission n’a 
jamais été résolu. 

En troisiéme lieu, l’Union économique belgo-luxembourgeoise bien qu’ elle soit 
effective, a dt laisser en-dehors de son champ d’action certains domaines, notam- 
ment en ce qui concerne l’agriculture. Elle a di également admettre un traitement 
spécial pour le produit des droits sur l’alcool. 

Enfin, on peut constater que si l’?Union a fonctionné d’une facon satisfaisante, 
elle l’'a da beaucoup plus au contact régulier et fréquent entre les fonctionnaires 
des deux pays, que grace aux organes qui avaient été prévus en dehors du gou- 
vernement. Ces organes n’ont jamais travaillé d’une facgon effective. 

L’étude critique de M. Meade est sans doute une des meilleures que l’on ait 
publiées sur ce sujet. Ecrite par un étranger qui a dd se familiariser avec le fonc- 
tionnement d’un mécanisme malgré tout assez complexe, elle constitue une con- 
tribution de premiére importance a |’étude des questions économiques. 

Nous n’avons rien a y redire, bien que nous ayons vécu dans le détail toute 
cette question. Nous avons cependant deux idées a ajouter, et elle nous ont été 
suggérées par un membre des Conseils consultatifs de l’?Union. 

Si le Grand-Duché de Luxembourg a connu des difficultés au cours de son 
union avec la Belgique, notamment lorsqu’en 1935 le franc belge fut dévalué 
de 28%, ceci n’alla jamais jusqu’a faire douter des mérites de l’Union elle-méme. 

Cette confiance dans la formule venait tout d’abord de ce que le Grand-Duché 
de Luxembourg, avec une industrie unique mais trés développée, sentait qu’il 
ne pouvait pas subsister seul, et que pour lui l’autonomie douaniére équivaudrait 
a l’asphyxie. Aprés s’étre développé au premier stade sous le régime du Zollverein 
allemand, en 1919 il avait songé a se tourner vers la France, puis vers la Belgique. 
Il n’a jamais envisagé de vivre seul, et ceci constitue évidemment un stimulant 
efficace dans la recherche de formules propres 4 résoudre les difficultés. 

En second lieu, si le Grand-Duché de Luxembourg a admis les restrictions et 
les complications d’une union douaniére et économique, c’est qu’il avait l’expé- 
rience du Zollverein. Déja au temps de celui-ci, auquel il a appartenu en somme 
pendant 8o ans, il a connu des difficultés en plusieurs domaines, notamment au 
point de vue des accises. Il avait donc une longue pratique, qui s’était soldée 
d’une facgon positive. C’est fort de cet enseignement qu’il a alors pu rencontrer 
et résoudre les problémes posés par l’union avec la Belgique. 

Nous aurons cependant une autre remarque 4 faire 4 propos de |’exposé de 
M. Meade. Selon nous, l’unification monétaire, qui a facilité incontestablement 
le fonctionnement de |’Union économique belgo-luxembourgeoise, n’est pas une 
nécessité. Nous ne croyons pas que le probléme des balances de paiement soit 
l’un de ceux qui doivent préoccuper les partisans de l’union économique a une 
plus large échelle, voire méme a |’échelle européenne. Au contraire, nous estimons 
que cette différenciation de monnaie, et cette possibilité de balance économique 
déséquilibrée, constituent l’un des meilleurs moyens d’assurer le bon fonctionne- 
ment de l’union, aussi bien au point de vue technique qu’au point de vue psy- 
chologique. 

En effet, il est difficile d’imaginer que des pays d’importance égale puissent 
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se contraindre, en dehors d’une union politique compléte, 4 accepter des direc- 
tives monétaires établies par la majorité de leurs voisins. Ce serait le germe de 
discussions, voire méme de sécessions. I] faut que chacun demeure responsable 
de sa politique monétaire. 

Or, la sanction d’une politique monétaire erronée réside dans les difficultés 
offertes par une balance de paiements qui devient déficitaire. C’est 1a le signal 
d’alarme, qui indique |’endroit ou une erreur est commise, et le moment oi il 
faut prendre des dispositions. Ceci dispense 4 avoir s’immiscer dans la politique 
intérieure, ce qui, surtout au point de vue social, peut présenter de graves diffi- 
cultés. C’est la sauvegarde en somme de |’indépendance de chacun des pays. 

On peut d’ailleurs observer que depuis que la Hollande a pratiqué une poli- 
tique monétaire saine, on ne rencontre plus de difficultés de paiements a l’intérieur 
du Benelux. II n’est plus question non plus d’une unification monétaire, dont 
Pinutilité apparait aux yeux de tout le monde. Nous le répétons, la politique 
monétaire est la garantie du bon fonctionnement de l’union, et sur ce point nous 
présentons une idée, qui sans étre exclue de l’étude de M. James E. Meade, peut 
étre considérée comme un complément utile. 


Université de Louvain ( Belgique ) FERNAND BAUDHUIN 
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BESPRECHUNGEN 
COMPTES RENDUS - REVIEWS 


Hans ALBERT. Okonomische Ideologie und politische Theorie. Das dkono- 
mische Argument in der ordnungspolitischen Debatte. (Monogra- 
phien zur Politik, hg. vom Forschungsinstitut fiir Sozial- und Verwal- 
tungswissenschaft an der Universitat K6ln, Heft 4.) Géttingen 1954. 
Verlag Otto Schwartz. 156 S. pM 5.40. 


Das Buch ist «in ideologiekritischer Absicht geschrieben». Sein Ziel ist, die 
im 6konomischen Begriffsapparat enthaltene Ideologie blosszulegen und zu zeigen, 
dass Anhanger und Gegner einer individualistischen Wirtschaftsordnung die Rich- 
tigkeit der von ihnen befiirworteten Wirtschaftspolitik mit 6konomischen Argu- 
menten nicht beweisen kénnen. Der Grundgedanke des Verfassers wird in wissen- 
schaftlich orientierten Kreisen heute kaum mehr angezweifelt. Das hindert aber 
nicht, dass auch in der sogenannten wissenschaftlichen Diskussion die Ideologie 
der Diskussionsteilnehmer nach wie vor eine grosse Rolle spielt. Deshalb ist die 
Aufzeigung des Zusammenhanges zwischen Ideologie und 6konomischer Theorie 
auch jetzt noch eine wichtige Aufgabe. Fragiich kann nur sein, ob die Aufgabe 
in befriedigender Weise gelést wird. Es ist zweifelhaft, ob dem Verfasser der in 
Rede stehenden Schrift eine solche Lésung gelungen ist. 

Das Buch zerfallt in zwei Teile. Im ersten wird « Das 6konomische Problem» 
behandelt, wahrend der zweite Teil den Titel «Das politische Problem» tragt. 
Diese Zweiteilung ist nicht sehr gliicklich. Sie hat, wie mir scheint, vor allem un- 
systematische Darstellung und haufige Wiederholungen zur Folge. Beide Mangel 
sind unvermeidlich, da die Aufgabe ja gerade ist, den Zusammenhang zwischen 
ékonomischer Theorie und politischer Einstellung aufzuweisen, und diese Aufgabe 
durch die Trennung der beiden Probleme naturgemass erschwert wird. 

Es ist nicht leicht, den Gedankengangen des Verfassers zu folgen. Er benutzt 
und zitiert einc grosse Anzahl wirtschaftstheoretischer, wirtschaftspolitischer, er- 
kenntniskritischer und allgemeinphilosophischer Schriften. Aber das Bediirfnis, 
méglichst alle irgendwie zu dem Thema in Beziehung stehenden Probleme in den 
Kreis der Betrachtung zu ziehen, bewirkt oft Verschwommenheit der Darstellung. 
Auch ist, wie noch gezeigt werden wird, trotz der Fille der Literaturnachweise 
nicht alles einschlagige Schrifttum beriicksichtigt worden. 

Andererseits ist die Behandlung einzelner Fragen gelegentlich nicht ohne Inter- 
esse, und man kann den Ausfiihrungen des Verfassers nicht selten zustimmen. 
So ist er zum Beispiel durchaus im Recht, wenn er — Myrdal folgend — sich dagegen 
wendet, «dass die Ausklammerung der ethischen Relevanz des zu realisierenden 
Zwecksystems die gesamte ethische Problematik zum Verschwinden bringe». Die 
Aufspaltung des Problems richtigen Handelns in ein ethisches der sittlichen 
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Zwecksetzung und ein angeblich rein wissenschaftlich-6konomisches der ratio- 
nalen Mittelverwendung ist in der Tat unbefriedigend. 

Unzutreffend ist aber die Behauptung des Verfassers, dass die Idee des Maxi- 
mums in der 6konomischen Theorie nur sinnvoll ware, wenn es eine Méglichkeit 
gabe, «die Zwecke als potentielle und aktuelle Gréssen in ihrer Gesamtheit zu 
messen». Aussagen iiber Gréssenunterschiede erfordern keine Messung. Auch lasst 
Dr. Albert die Méglichkeit ausser acht, dass auf dem Wege, den John von Neu- 
mann in seiner (und Morgensterns) Theorie der Spiele aufgezeigt hat, es vielleicht 
einmal gelingt, Bediirfnisse zu messen. Von Neumann-Morgenstern, Theorie der 
Spiele, ist freilich im Literaturverzeichnis nicht angegeben. 

Die Bemerkung des Verfassers auf Seite 63, «dass jede menschliche Handlung 
eine Zeitdimension hat und dass infolgedessen die (von der statischen Theorie 
beniitzte) Pramisse der unendlich grossen Reaktionsgeschwindigkeit a limine abge- 
lehnt werden muss», zeugt von einer Verkennung der Aufgaben theoretischer 
Analyse. Eine — vorlaufige — Abstraktion von bestimmten Tatsachen ist auch in 
den Naturwissenschaften unvermeidlich. 

Bei Erérterung des Problems der Maximierung des gesellschaftlichen Gesamt- 
nutzens in Abschnitt 4 des ersten Teiles geht der Verfasser leider nicht auf die 
neuere Literatur iiber Welfare Economics ein. Eine Beriicksichtigung dieses Schrift- 
tums ware seinen Ausfiihrungen sicher zugute gekommen. 

Von Interesse ist die Parallele, die Dr. Albert zwischen der politischen Idee der 
Volkssouveranitat und dem ékonomischen Gedanken der Souveranitat des Kon- 
sumenten zieht. So wie die Masse im Reprasentativsystem nicht selbst regiert, 
weil sie nicht regieren kann, sondern von ihren Vertretern gefiihrt wird, die die 
tatsachliche Gewalt ausiiben, so spielen auch die Konsumenten in der Konkurrenz- 
wirtschaft nicht die ihnen oft zugeschriebene Rolle der Produktionslenkung. « Eine 
Willensiibertragung», sagt der Verfasser, wohl mit Recht, «vom ‘vertretenen’ 
Konsumenten auf den ‘Vertreter’ (den Unternehmer) findet im ékonomischen 
Leben sowenig statt wie im politischen». 

In einem Aufsatz «Social Ideals and Economic Theory» (Kyklos, Bd.tv, 1950) 
habe ich die Beziehungen zwischen sozialen Idealen und Wirtschaftstheorie unter- 
sucht. Im Jahre 1953 hat Friedrich Lutz in seiner Antrittsvorlesung an der Univer- 
sitat Ziirich die gleiche Frage behandelt. Dr. Albert ist auf die Lutzschen und 
meine Ausfiihrungen nicht eingegangen. Mir lag bei meiner Abhandlung vor 
allem daran, den Einfluss aufzuzeigen, den die politische Ideologie auf die Fest- 
legung der Voraussetzungen hat, von denen die Wirtschaftstheoretiker bei ihren 
Deduktionen ausgehen. Vielleicht ware es nicht iiberfliissig gewesen, wenn der 
Verfasser sich auch mit diesem, meiner Ansicht nach besonders wichtigen und 
trotzdem vernachlassigten Problem befasst hatte. Aber anscheinend hat es ihn 
nicht interessiert. 


Kurzeit Luzern (Schweiz) Otto von MERING 
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Maurice A.Lals. Traité d’économie pure. Second edition. Paris 1954. 
Imprimerie Nationale. Volumes I-1v and Appendix, 983 p. ffr. 5500. 


This large work is the second edition of a treatise first published in 1943, under 
the title A la Recherche d’une discipline économique. As the latter was evidently out of 
print before the author gained his present recognition, the present edition may be 
regarded, in effect, as a new work—at least new to English-speaking readers. 

The first volume is devoted to the pure theory of consumption and production. 
In the theory of consumer behavior Mr. Allais is mainly concerned with the 
classification of commodities into complements and substitutes. Undaunted by 
(or unaware of) Hicks’ criticism of Pareto’s definition of complementarity, Allais 
proceeds from Pareto’s point of departure (according to which perfect complements 
and substitutes are characterized by L-shaped and linear indifference curves 
respectively) to formulate two separate, but closely related, concepts. 

First he makes the bold assumption of satiability of wants, on which the 
distinction between complementarity and substitutibility depends. Assuming 
there is (at least) one point in the commodity space corresponding to maximum 
utility, Allais considers the slope of the finite region bounded by the axes and the 
bounds beyond which wants are satiated. In the extreme case of perfect comple- 
mentarity this region is simply a line (which can be expected to be straight) 
connecting the maximum-utility point with the origin. At the other extreme the 
uppermost straight-line indifference curve is itself the bound of this region. In 
between these extreme cases, the lines of relative satiety (along which one commo- 
dity has zero marginal utility) will start at the point of absolute satiety and curve 
inward toward the axes. If these lines lie inside the rectangle whose vertices are 
the points of maximum and minimum utility (the absolute satiety point and the 
origin), the commodities are said to be complements; outside this rectangle, 
substitutes; coincident with the sides of the rectangle, independent. (The re- 
maining possibilities are dismissed as implausible.) 

An obvious defect of this definition is its dependence on the questionable 
assumption of a finite point of absolute satiety. It is interesting to compare this 
definition with that of Georgescu-Roegen (Southern Economic Journal, July 1952) 
which is identical except that the relative satiety lines are replaced by ‘“‘isoti- 
metics’’ or loci of constant (not necessarily zero) marginal utility. While not 
requiring the finite satiety assumption, Georgescu-Roegen’s definition has the 
disadvantage (which Allais’ has not) of not being invariant throughout the commo- 
dity space and with respect to the utility index chosen. A further comparison of 
interest arises out of Wold’s theorem (Demand Analysis, p. 103) that Giffen’s 
paradox can only occur in a finite part of the commodity space. This is no em- 
barassment to Allais, who defines a commodity as inferior if none of it is contained 
in the absolute satiety point; the embarrassing regions are thus excluded from 
consideration as being outside the axes and bounds of satiety. 

Allais follows the above definition, which is in terms of the entire indifference 
map, with characterizations in terms of local curvature properties. If the utility 
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function is u(%1, %2,..., %p) then at a given point we may define (ij) = uij/uj uy 
p 

(the subscripts referring to partial derivatives) and [ij] = ~ xn Ux [(ij) — (mn)] 
=1 

where (mn) is the median of the (ij). Allais’ parameter, which is invariant with 

respect to the utility index (in contrast with Pareto’s parameter uj) is Kiy = 


(ij)/VUi i] [jj], called “intrinsic distance’’. It is shown that (restricting considera- 
tion to points within the bounds of satiety, and assuming convexity of indifference 
curves) —1 < Kjj <1, the lower and upper limits corresponding to perfect 
substitutibility and complementarity (in turn related to the bounds of 0 andoo for 
the radius of curvature, the latter related to but distinct from the elasticity of 
substitution). Allais then, on the basis of “‘ psychological introspection’’, identifies 
independence with the case Kij = 0, and relative substitutes and complements 
fall in the intervals. However, this does not correspond with the first definition; 
for if the indifference curves are parallel to the axes outside the critical rectangle, 
and joined together by straight line segments within the rectangle, the commodities 
will be independent according to the first definition, but Ajj can only take on its 
extreme values. Thus, the problem of complementarity still rests where Hicks 
left it. Evidently some severer conditions must be imposed on the indifference map 
if local criteria are to be used to characterize what appears to be a more global 
concept. 

Allais applies a similar analysis to production theory. In this case, however, 
the possibility of a finite point of maximum output must be excluded, and comple- 
mentarity and substitutibility are only defined when there are more than two 
inputs; they are defined now in the plane described by the two inputs with fixed 
values for the remaining inputs. Allais does not discuss the question of whether 
these properties are invariant with respect to the values chosen for the other 
inputs. Abandonment of the finite satiety assumption thus leads, as in the text 
of Hicks’ Value and Capital, to the impossibility of defining complementarity in a 
two-commodity world. The question of whether all commodities in a system can 
be complements then reduces to the question of the possibility of finite absolute 
satiety. 

In his production theory Allais introduces a sub-additivity postulate 


a(x, #3, ..., Xp) + a(xq, #3, ..., Xp) 


, or , ” P38 ole 
< a(x + x1, 2 + x2, ..., %p + Hp), 


which he erroneously states is a logical consequence of the definition of the pro- 
duction function as the maximum output that can be obtained for given inputs. 
This neglects the possibility that the activities a(x’) and a(x”) may interfere with 
one another when jointly undertaken; however, it is no less plausible as an assump- 
tion than the definition of the production function itself. This postulate rules out 
decreasing returns to scale, in the large (as can be seen by setting x” = x’ and 
using an inductive argument) though allowing for it locally (presumably as a 
result of indivisibilities). There results a wavy production function (and wavy 
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average total cost curve) which is used to explain the determinateness of competitive 
equilibrium. This is one of the most intriguing devices used to solve this problem 
since the principle of Samuelson’s olive (Foundations, p. 80). 

Space does not permit detailed analysis of the remaining three volumes, which 
deal with the theory of markets, welfare economics, distribution, employment, 
capital, and growth. Much of the material here will be familiar to readers, though 
many new approaches will be found. Allais makes a number of claims of novelty 
(p. 21) for ideas that have long been well-known to English-speaking economists, 
e. g., the development on p. 297-8 of the relationship between average and marginal 
curves, and the relationship between returns to scale and the slope of the average 
cost curve. Many works known to every English-speaking graduate student of 
economics (Robinson, Chamberlin, Lerner, Knight, even Hicks’ Value and 
Capital) are omitted from the “‘complete’”’ bibliography. It is only fair to add, 
however, that few English-speaking economists have—at least until the recent 
translation—read Walras, and fewer still know Pareto’s Manuel. Even fewer have 
yet become acquainted with Allais’ interesting contributions, a situation that will, 
I hope, be corrected in the years to come. 


University of Minnesota, Minneapolis (U.S. A.) Joun S. CH1pMAN 


Econ Ernest Berce.. Urban Sociology. New York/Toronto/London, 
1955. McGraw-Hill. xu, 558 p., $6.50. 


Since 1950, no less than a dozen works on urban sociology, designed for use 
as college texts, have been published in the United States. One might suppose 
that this high rate of publication indicates rapid progress in the science of urban 
sociology, necessitating frequent revision of teaching materials to keep pace with 
new discoveries and theoretical developments. Unfortunately, such is not the 
case. It appears, rather, that current and prospective increases in college enroll- 
ments and the growing popularity of undergraduate courses in urban sociology 
have created a large market for texts in this field. And, in this kind of seller’s 
market, the goods offered have been of mediocre intellectual quality, with the 
single exception of the Reader in Urban Sociology (1951), edited by P. K. Hatt and 
A. J. Reiss, Jr. 

The volume under review continues the pattern of offering the beginning 
student an eclectic sampling of disparate materials thought to be relevant in one 
way or another to the sociological study of the city and urbanism. There is little to 
distinguish it from other works of its type, either in terms of level of sophistication, 
calibre of exposition, or principle of organization. Its twenty-four chapters, 
grouped into eleven parts, include a statement of “ basic concepts’”’, sundry histori- 
cal information and conjecture on the rise of cities, impressionistic accounts of 
patterns of two world cities (New York and Paris), materials on urban “‘social 
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geography ”’, classifications of cities by size, location, and function, demographic 
data on American urban populations, discussions of urban social institutions and 
government, descriptions of urban “‘ pathology’’, and prescriptions of “‘therapy”’. 
It concludes with a philosophical epilogue on the ‘‘future of urban life’’. 

The treatment throughout most of the volume exhibits a number of serious 
faults: lapses of logic, carelessness in handling of statistical data, failure to distin- 
guish facts from surmises, and incomplete mastery of the scientific literature of the 
subject. For example, the discussion of the location of cities does scant justice to 
the important theories of C. H. Cooley, August Lésch, and C. D. Harris. Indeed, 
the discussion makes it clear that the author has little understanding of the nature 
and function of theory in science, while his perfunctory effort to bring some 
empirical data to bear on location theory demonstrates his lack of comprehension 
of the process of verification and his misconception of the elementary concept of 
correlation. The example is not unrepresentative, for the views of careful in- 
vestigators often are garbled in the author’s presentation, and such statistics as 
are presented are usually misleading, if not entirely irrelevant to the subject 
under discussion. 

In some chapters the author evidently is more concerned with moral and 
esthetic evaluation than with objective description and impartial analysis. A 
capital instance is the discussion of urban recreation, devoted almost entirely to 
the indication of various conditions described as ‘‘wholesome’”’, “‘excessive’’, 
“‘deplorable’’, “‘preferable’’, “‘innocent’’, “‘harmless’’, ‘‘respectable”’, ‘‘un- 
desirable”’, ‘‘regrettable’’, “‘inane’’, ‘‘worth-while’”’, and so on for a space of 
fifteen pages, in the midst of which this considered judgment is offered: ‘*The 
main reason for crime in recreation is the absurd behavior of the masses...” 
What one learns from this chapter are the author’s tastes and prejudices, and 
little more. 

If any portion of the book can be recommended, it is the chapter dealing 
somewhat journalistically with the cities of Paris and New York. Here one is given 
some impression of the rich variety of neighborhoods and social types in the 
metropolis—to be sure, a poor substitute for firsthand observation, but useful 
perhaps in teaching students with limited background experience. 

The author makes liberal use of the premise, announced in his preface, that 
“an overstatement is better than no statement at all’’. On only a few occasions 
does he take note of the divergence of his opinion from that of the majority of 
scholars, and seldom indeed does he provide the reader with satisfactory indi- 
cations of the credibility of his statements. Consequently, the immature reader will 
find it impossible to sort out fact from hypothesis or to develop a sense of what is 
fairly well established and what remains in the realm of speculation in urban 
sociology. 

I recently read a review of a textbook of geology describing it approvingly as 
“a rather cold, orderly, precise, and descriptive presentation of the present status 
of a science’’. Such a work, dealing with urban sociology, would give the student 
a consistent conceptual framework for studying the structure and development 
of cities and the determinants and consequences of urbanization. It would summa- 
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rize carefully and judiciously the best empirical work on these subjects, and would 
indicate the most promising theories and hypotheses yet proposed, stating clearly 
their values and limitations. In presenting the best current thought and investi- 
gation in the field, it would make clear at what points established knowledge ends 
and speculation begins—however little of the former and much of the latter there 
may be. In other words, it would observe the criteria of science that all knowledge 
is fallible and that knowledge is scientific to the degree that its reliability can be 
ascertained. Until we produce texts exhibiting this type of scientific orientation 
and intellectual honesty, we are cheating our students and deceiving ourselves. 


University of Chicago (U.S.A.) Otis DupLEY DuNcAN 


Avot A. BERLE, JR. The Twentieth-Century Capitalist Revolution. New 
York and London, 1955. Macmillan. 166 p. 8s 6d. 


This brilliant and highly original little book, by a man distinguished as a 
corporation lawyer, diplomatist, teacher, and scholar, ranks among the few that 
are abreast of a rapid economic and social transformation and aware of the 
impossibility of catching it in the categories of conventional market theory. The 
great business decisions of our day are usually taken in the midst of unknown 
factors political, international, social and technical; nay, these decisions them- 
selves through their sheer weight go far towards shaping the unknown future and 
the kind of community in which business is to be conducted henceforth. This is 
why Professor Berle boldly speaks of these decisions as political decisions, and 
of the agencies making them as political, although non-statist, institutions. He has 
only a few forerunners or associates in this vision, among whom he names Arthur 
Robert Burns, Peter Drucker, and of course, Kenneth Galbraith. He should have 
placed at the head of his list Francois Perroux, whose various writings on ‘‘macro- 
decisions’’ as distinguished from market decisions pioneer in a systematic theory 
of such decisions. 

Berle’s own account is in terms of the great variety of problems to be solved 
by the big corporations, on the one hand, and of the structure of their power, 
on the other hand. While the competition of the classical economists eliminates 
marginal producers, the breakdown of a giant corporation would be catastrophic 
for so large a segment of society directly, and probably for the total in consequence, 
that it is not permissible; competition thus leads to planned industry, even though 
within this system the partners lie in wait to take advantage of their rivals’ mistakes 
in public relations or types of products, etc. Planned industry is planned adjust- 
ment of supplies to probable demand, often with governmental co-operation; 
even in the u.s.a. the Federal Bureau of Mines and regulatory commissions of 
various states advise producers on the desirable volume of crude oil production, 
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and the Department of Agriculture fixes the annual quotas of sugar imports. 
Investment is no longer dependent on the judgment of the “‘market place”’, in 
the classical tradition; 64% of capital expenditures in the u.s.a. 1946-53 were 
financed ‘‘from internal sources’’, 6% by the sale of stocks, the balance by various 
kinds of ‘‘placement’’. The scope and effect of such decisions on the town, state, 
or region where the new factory is to be located are such as to invite all kinds of 
non-economic considerations and pressures; and the opposite, the closing down 
of branch establishments for the sake of some better technique or location, etc. 
seems to be running into increasing political difficulties and possibly into legal 
obstacles. 

In the international field the case is similar but the preponderant failure of 
national governments to create elements of an international order makes agree- 
ments between big corporations of different nationality even more imperative. 
Berle gives a number of little-known examples of relatively successful international 
planning by big firms. Order, naturally, is infinitely preferable to chaos but 
whether the extant order is the most desirable order that can be had under 
the circumstances is quite a different question. Jean Mennet has answered it in 
the negative; the dual consideration that national governments have failed and 
that the international field cannot simply be left to private business arrangements 
has inspired the novel experiment of the European Coal and Steel Community 
as a politically sovereign supra-national organization. 

The most original part of the book is aptly devoted to a problem in political 
theory: the limitation of power. An excursion into Norman and early English 
history serves to describe the emergence of equity law under primitive absolutism: 
the “‘conscience of the king’’ became institutionalized. The author sees similar 
trends of regulation from within on top of the restraining influences of government 
and public opinion as referred to above. While General Motors can no longer 
arbitrarily dismiss a worker under its collective agreement with the labor union, 
it can legally terminate a contract with one of its dealers. Yet General Motors 
found it advantageous for its public relations to establish an administrative board 
of review where a dealer who is threatened with the loss of his investment may 
prove that there is no adequate reason for the cancellation. Nay, in one state 
this right of appeal is no longer a matter of private mercy: a state board of review 
may direct that the contract be renewed. General Electric was forced to discharge 
an employee designated as a “‘security risk’? by one of the Defense Departments 
with which it had extensive business, under a clause of the contract requiring the 
corporation to safeguard “‘security’’. The dismissal means that the man can no 
longer find employment in any of the firm’s branches in ninety cities and towns 
where it usually is the most important, and often the only employer—approxi- 
mately as effective a deprivation of liberty as bodily imprisonment. Under its 
contract General Electric had to comply but publicly stated that five times in 
recent years it had urged the Congress to pass new security legislation which 
would publicly determine treason and traitors instead of forcing a private employer 
to destroy an employee’s civilian existence on grounds unknown to both. This 
is what Berle calls the growth of “‘conscience”’ in the legally unlimited power. 
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The picture that emerges is decidedly favorable, as is Galbraith’s picture, not 
to speak of Drucker’s. Considering that both Berle and Galbraith are located 
rather “‘left of center’’ in active political life, their judgment is certainly remarkable 
as such. One may differ, of course, on judgments and qualifications where every- 
thing is in a state of flux. But however that be, the picture is surprisingly lop-sided 
in terms of principle. The “‘capitalist revolution’’? Against capitalism? Such a 
thing is fantastic, most of all in an essay in political theory. If this be a revolution, 
the impact of an antagonistic power within the same setting is implied. This 
power, never once mentioned by Berle, is that of democracy, with the power of 
labor and labor legislation as its most massive institutional product and ex- 
pression. Not the other way round; it was the Roosevelt ‘‘revolution’? which 
established the power of labor. In capitalism social relations are merely economic 
relations, anonymous impersonal market figures; in democracy social relations 
are just that: relations between free citizens, and subject to political and moral 
judgment and pressure—which is Berle’s point. Of course, democratic conscience 
was sharpened, everywhere in the West, by fear lest a dissatisfied labor movement 
might turn against democracy to Marxism. It ultimately is the Marxist accusation 
of capitalist injustice and disorder which actuated democratic pressure on capi- 
talism; and it is this pressure which made opaque business decisions “‘transparent’’, 
to use Rathenau’s phrase, so that considerations of responsibility for a tolerable 
minimum of order and justice can penetrate them. Democracy is taming capitalism. 


New School for Social Research, New York EpuARD HEIMANN 


René D. Bouter. Die These einer chronischen Dollarknappheit. Dar- 
stellung und Kritik. (Veréffentlichungen der Handels-Hochschule 
St. Gallen, Reihe A, Heft 45.) Ziirich und St. Gallen, 1956. Poly- 
graphischer Verlag. 239 S. Fr. 18.65. 


Dr. Bollier passes in review the now famous “‘dollar gap’’, giving a concise 
summary of the relevant facts and literature. It is a useful introduction to the 
subject, though forcibly slightly superficial, since the author has tried to treat the 
vast controversial problem from all its aspects on 239 pages only. He gives a 
systematical study of the literature dealing with the dollar gap, beginning with 
the classical theory of comparative costs and continuing his analysis through the 
maze of differing viewpoints of contemporary authors, subdividing them into 
those interpreting the ‘‘gap’’ as a problem of the theory of prices, theory of 
national income and business cycle, theory of secular differences in the world 
“konjunktur”’, and as a secular structural imbalance between the economy of 
the U.S.A. and the rest of the world. 

The conclusion to which Dr. Bollier comes by analysing and criticizing the 
many opinions reviewed is that there does exist a permanent dollar gap which he 
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qualifies, however, as being created not so much by purely economic than by 
**socio-economic”’ conditions. Who disagrees with this statement will as well 
question the fact that a man living beyond his means is permanently short of 
cash. But obviously in the second as well as the first case the phenomenon is more 
“*social’’ than economic. In other words, of all the theories of the ‘‘ gap’”’ Dr. Bollier 
accepts simply the widely observed fact that some nations try to live beyond their 
means while their politicians ascribe the shortage of foreign exchange resulting 
from it to a mystical dollar gap. 

It is surprising that after giving a comprehensive and convincing review of the 
reasons why nations indulge in living beyond their means, Dr. Bollier, a Swiss 
economist, does not make any attempt to differentiate between the nations and 
deals only with two groups—the U.S.A. and the “rest of the world”’ (iibrige 
Welt) short of dollars. This discloses the fundamental methodological error of 
the book: the dollar shortage is only one variety of the genus ‘‘foreign exchange 
shortage’’, and not all nations of the ‘‘iibrige Welt” suffer from it. Switzerland 
suffers neither from the dollar shortage, nor from any shortage of foreign exchange, 
and there are numerous other countries which do not know foreign exchange and 
dollar shortages, and still others which suffer from time to time from shortages in 
other foreign exchange. The sharp critical mind of the author has here succumbed 
to the wrong common usage elevated into an universally accepted bogey. He is 
obviously aware of the double confusion (cf. p. 174 for instance), but never 
succeeds in thoroughly clearing the ground. That the “‘rest of the world”’ seen 
in a dim distance from an American college may get blurred into an undistinctive 
uniform mass is understandable. The contours should look much more distinct 
from St. Gallen. 

Dr. Bollier deals successfully with a number of recent theories of which the major- 
ity is based on “‘secular’’ projections of short-term observations (like the maturity 
theory of American capitalism and consequences drawn from it). Somehow he 
capitulates, however, before the theory of a continuous comparative depression 
in the U.S.A. and inflation elsewhere in the world. And yet, anyone taking the 
trouble to look up a Statistical Bulletin of the I.M.F. will find that the whole 
Western World, including the U.S.A., has indulged both in an absolute and com- 
parative inflation since the War and only some Eastern “‘underdeveloped”’ 
countries have deflated. He should not, of course, start to build on this basis 
another theory about the geography of inflation... 

Notwithstanding such aberrations of perspective the work of Dr. Bollier is a 
valuable contribution to a controversial subject. 


Cairo (Egypt) N. KoEsTNER 
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Francois Boupot. La coopération en France (Consommation et pro- 
duction). Paris 1956. Les Editions Ouvriéres. 102 S. ffr. 285. 


Die Studie von Boudot ist der franzésischen Genossenschaftsbewegung gewid- 
met und verfolgt, entsprechend der Publikationsserie «Vous Connaitrez», den 
Zweck, der franzésischen Offentlichkeit einen Uberblick iiber die Theorie und 
Praxis der franzésischen Genossenschaftsbewegung zu bieten. Es sei vorweggenom- 
men, dass dieser Zweck auf engstem Raum auch voll erreicht wird. 

Die Darstellung ist in vier Abschnitte gegliedert: Entstehungsbedingungen, 
Geschichte, Doktrin und Methoden sowie gegenwartiger Stand der Genossen- 
schaftsbewegung mit einem Blick in die Zukunft. Diese Gliederung kann aller- 
dings nicht ganz durchgehalten werden, der Beitrag der Genossenschaftsdoktrin 
findet sich vor allem im ersten und zweiten Abschnitt, wahrend der Abschnitt 
iiber Doktrin und Methode nur die allgemein bekannten Grundsatze wiedergibt. 
Ebenso miissen manche Fragen an verschiedenen Stellen aufgegriffen werden, 
so das Problem der Arbeitnehmer der Genossenschaften einerseits im geschicht- 
lichen Abschnitt (S.62f.), anderseits bei der Lehre und den Methoden (S.76f.). 
Aus diesen Nachteilen der Gliederung ergibt sich aber insbesondere in den beiden 
ersten Abschnitten der Vorteil, durch Uberschneidungen eine Gesamtbetrachtung 
zu ermdéglichen. 

Der nichtfranzésische Leser muss in erster Linie den Zweck der Publikation 
im Auge behalten; dieser ist nicht auf grundlegend neue Erkenntnisse, sondern 
mehr auf Beschreibung gerichtet. Der Leser darf sich nicht durch den Untertitel 
«Consommation et production» tauschen lassen, das Schwergewicht liegt ein- 
deutig auf den Konsumgenossenschaften; die Produktivgenossenschaften werden 
mit Recht, aber mit einer gerade fiir Frankreich iiberraschenden und dort be- 
sonders niitzlichen kritischen Einstellung beleuchtet; die landwirtschaftlichen 
Genossenschaften scheinen weder unter Produktion noch unter Konsum zu fallen. 
Der auslandische Leser, der von der grossen Bedeutung der franzésischen Ge- 
nossenschaftstheorie und der langen Reihe bekannter Theoretiker geh6rt hat, wird 
vielleicht zuerst den Abschnitt iiber Doktrin und Methode aufschlagen; gerade 
dieser gehért zu den relativ schwachsten der ganzen Arbeit. Dies zeigt sich u.a. 
bei der sehr kurzen Behandlung der Preispolitik, wo die an sich richtige Ablehnung 
des reinen Selbstkostenpreises doch nicht den Verkauf zu Marktpreisen bedingt, 
wie es der Verfasser darstellt (S.69f.) und wogegen vor allem die schwedische 
Praxis spricht. 

Die Starke der Arbeit liegt in den Abschnitten eins und zwei. Im ersten Ab- 
schnitt wird nicht nur die allgemeine wirtschaftliche Entwicklung skizziert, son- 
dern auch die spezifisch franzésische, wie sie auf dem Gebiete des Detailhandels 
in einer vor allem fiir Amerikaner unverstandlichen Weise hervortritt. Staatlicher 
Protektionismus fiir einen iiberdimensionierten, vom wirtschaftlichen Fortschritt 
noch wenig beriihrten mittelstandischen Kleinhandel gehért in Frankreich noch 
starker zu den Problemen der Konsumgenossenschaften und gibt ihnen vom 








522 BESPRECHUNGEN — COMPTES RENDUS — REVIEWS 


Standpunkt der Konsumenten (iibrigens auch der «mittelstandischen» Konsu- 
menten) eine noch gréssere Aufgabe. 

Die geschichtliche Entwicklung bis 1912, bis zur Vereinigung der sozialisti- 
schen und biirgerlichen Konsumgenossenschaften, die iibrigens in Frankreich 
einen iiberraschend hohen Anteil der landwirtschaftlichen Bevélkerung zeigen 
(S.56f.), wird vom Verfasser treffend als «heroische Periode» klassifiziert, eine 
Periode, in der die vielfach utopische Theorie auf dem Héhepunkt war, in der 
man an eine Vergenossenschaftlichung der Wirtschaft in drei Stadien (Gide, 
S.28), an eine «genossenschaftliche Republik» (Poisson, S.52f.) dachte, in der 
viel versucht wurde und noch mehr fehlschlug. Bereits 1871 sah Frankreich die 
dritte gréssere genossenschaftliche Welle im Auslaufen. Auch die franzésische 
Genossenschaftsbewegung kennt die Entwicklung von einer iiberwiegend sozia- 
listisch gefarbten Theorie iiber den Zwist mit den Sozialisten bis zur «kritischen 
Sympathie» (S.25) der heutigen Sozialisten gegeniiber den Genossenschaften. 

Der Wendepunkt 1912 brachte eine Stabilisierung der Praxis und eine Ein- 
schrankung der Theorie bis auf den «genossenschaftlichen Sektor» (Fauquet, 
vgl. S.52ff.). Obwohl noch 1914 die Genossenschaften klein und partikularistisch 
eingestellt waren (in Frankreich vielleicht noch starker als in anderen Landern, 
vgl. z.B. S.44 und S.52ff.), kennt Frankreich heute das Problem der Grossgenos- 
senschaften (S.57ff.), mit dem Theorie und Praxis in allen Landern ringen. In 
diesen beiden Abschnitten bringt die Arbeit konzentriert, aber doch in allgemein 
verstandlicher Form, sehr viel Interessantes und rechtfertigt ein positives Gesamt- 
urteil vom franzésischen und vom auslandischen Standpunkt. 

Vielleicht noch ein Wort an die Herausgeber. Diese Studie beschreibt die 
franzésische Genossenschaftsbewegung; in Basel hat z.B. Hans Handschin eine 
Geschichte des Verbandes schweiz. Konsumvereine und einen Uberblick iiber die 
schwedischen Genossenschaften geschrieben; auch andere Lander sind auf diesem 
Gebiete tatig. Kénnte nicht die ihrer Natur nach internationale Genossenschafts- 
bewegung, allerdings ohne Ausschaltung der Kritik, eine bessere Koordination 
anstreben, die sehr im Interesse der in allen Landern angesprochenen Leser ware? 


Wien (Osterreich ) P. MEIHsL 


ARNOLD GEHLEN. Urmensch und Spatkultur. Philosophische Ergebnisse 
und Aussagen. Bonn 1956. Athenaum-Verlag. 300 S. pM 16.- 


Es ist schwer verstandlich, weshalb bei diesem Buche ein so wenig dem Inhalt 
entsprechender Titel gewahlt wurde. Ist schon die Vorstellung der Gegeniiber- 
stellung von Urmensch und Spatkultur reichlich absurd und der Begriff Spatkultur 
fiir die Gegenwart mit einem unbeweisbaren, pessimistischen Vorurteil belastet, 
so ist noch sonderbarer, dass zwei Worte gewahlt wurden, die in dem ganzen Werk 
iiberhaupt nicht vorkommen. Im einleitenden Kapitel hebt der Verfasser selbst 
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hervor, dass « Urkultur und Gegenwart» oder « Philosophie der Institutionen» 
angemessene Uberschriften gewesen waren. Unter dem Urmenschen versteht man 
doch den Menschen des Diluviums, bei dem man von « Kultur» in irgendeinem 
Sinne noch nicht reden kann. Auch wird auf die Gegenwart eigentlich nur in den 
letzten fiinfzig Seiten Bezug genommen; vorher wird nur sehr sparlich von ihr 
gesprochen; am ehesten noch auf den sieben Seiten, die das Thema « Magie in 
Hochkulturen» behandeln. 

Das muss zunachst gesagt sein, damit der Leser nicht mit falschen Erwartungen 
an das Buch herantritt. Gegeben werden wertvolle Betrachtungen iiber die Grund- 
lagen des prahistorischen menschlichen Lebens, die man heute archaische Kultur 
nennt, beginnend mit der ersten Herstellung und Nutzung von Werkzeugen bis 
zu dem Zeitpunkt, in den Gehlen die tiefdringende Wende des menschlichen 
Lebens legt, dem Hervortreten der monotheistischen Religion. Doch konnte es 
sich dabei nicht um die Darstellung einer der Zeitfolge nachgehenden Entwicklung 
handeln, sondern um aussergeschichtlich gegebene Sachzusammenhange, bei 
denen eine chronologische Ordnung nicht in Betracht kam. Gehlen erklart selbst, 
dass er eine Philosophie der Institutionen, einschliesslich der Frage ihrer Urspriinge 
und Primarformen (S.g) gebe. 

Fiir den Soziologen ist dabei besonders fesselnd, lehrreich und neu, was iiber 
das Handeln der Menschen, iiber sozialen Zwang, den Gehlen nach Parsons’ Vor- 
schlag «compulsive power» nennt, und besonders iiber Institutionen gesagt wird. 
Er selbst nennt als Hauptgegenstand des Werks den Zusammenhang von Handeln und 
Institutionen. Dieser Zusammenhang wird beobachtet in den Zeitaltern des Archa- 
ischen, wobei Zustande der heute in Resten noch vorhandenen « Naturvélker» 
mit herangezogen werden. 

« Das Kernproblem archaischer Sozialordnungen besteht», sagt er (S. 230f.), 
«darin, wie bei Abwesenheit des Staates, ohne die Verbindungsordnung kontrol- 
lierende Organe, beisicher nur transitorischer und situationsbestimmter Herrschaft 
und bei einer Wirtschaftsform, die keinerlei auf die Zukunft gerichtetes, vorberei- 
tendes und auswertendes Handeln zuliess — wie bei allen diesen Bedingungen 
diejenige Stabilitat und Kontinuitat der Gesellschaft zustande kommen konnte, 
die schliesslich die Bedingung aller Tradition und aller Kulturentwicklung ist». 
Dem archaischen Denken sei eine Wesenheit gar nicht in der Form des durch- 
dachten Begriffs zuganglich; sondern aus plastischen und dynamischen Situatio- 
nen werde sie in mimischen Darstellungen festgehalten. 

In hohem Grade bekunden sich bei Gehlens Forschungen die grossen Vorziige 
dieses Denkers: seine Unabhangigkeit von modemassigen Theorien und seine 
Selbstandigkeit im Aufsuchen neuer Erkenntniswege. Diese Selbstandigkeit des 
Urteils zeigt sich auch in seiner haufigen Polemik gegen die Schauweise des «Ver- 
stehens», gegen die Kulturkreistheorien und gegen den modernen Subjektivismus. 
Er glaubt mit den «schon formulierten kulturphilosophischen Begriffen meist 
nicht auskommen» zu kénnen und sucht sie durch neue zu ersetzen. Aber dabei 
zeigen sich auch seine Schwachen: seine Abneigung gegen Deutlichkeit der 
Diktion — offenbar aus der Annahme, Klarheit und Trivialitat seien ein und 
dasselbe — und die Unscharfe und Verstiegenheit seiner eigenen Begriffe, die nie 
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deutlich definiert, sondern nur verschwommen interpretiert werden. Ein schumm- 
riges Halbdunkel, das an Hegel erinnert, ist iiber den meisten seiner Formu- 
lierungen gebreitet, das zu willkiirlichen Auslegungen fiihren kann. Hin und 
wieder — aber selten — ist dann ein Satz anschaulich, aber zugespitzt abgefasst. 
Ist dieser Stil Absicht oder unvermeidliche Eigenart? Fiir fragwiirdig halte ich 
zum Beispiel seine immer wiederkehrende Formulierung: Transzendenz ins Dies- 
seitige (man kann nur vom «cis» des Diesseitigen ins «trans» des Jenseitigen 
« transzendieren») oder die nicht minder einen Widerspruch enthaltende Vokabel 
« Entdifferenzierung» oder «unverbindliche Massgeblichkeiten» (im Anschluss 
an Jacob Burckhardt). Unverstandlich sind mir Termini wie «Vermissungs- 
erlebnis» und «Appellqualitat » geblieben. Was « Hintergrundserfiillung » bedeu- 
tet, glaube ich verstanden zu haben (es war nicht leicht); ich kann aber nicht 
einsehen, warum man nicht dafiir das einfache und verstandliche Wort «Vorsorge» 
gebrauchen darf. 

Doch ich will versuchen, vom Hauptinhalt seiner Ausfiihrungen eine Vorstel- 
lung zu geben: Seine Neigung, den Nachdruck auf die « Faktenaussenwelt» und 
auf die vom Kollektivum geschaffenen Institutionen zu legen, dafiir die Bedeutung 
des persénlichen Innenlebens, besonders der Triebe, zu verkleinern, erinnert an 
Durkheim (den er selbst nicht nennt und dem gegeniiber er selbstandig ist). Das 
Verstandnis des eigenen Ich werde dem Menschen von der Aussenwelt vermittelt ; 
die Kultur unserer Instinkte miisse von aussen durch bestimmte Institutionen 
«versteift, hochgehalten und hochgetrieben werden» (S. 119). Unter den Anthro- 
pologen scheint ihm A.L. Kroeber am nachsten zu stehen, dessen absonderliche 
These von der «geistvollen Einbildungs- und Erfindungskraft, die in den sozialen 
Strukturen der primitiven Gesellschaft zutage trete», er hervorhebt. Dagegen 
bildet Gehlens Neigung, die Institutionen gegen die Instinktskraft auszuspielen, 
den aussersten Gegensatz zu MacDougall; bezeichnet er doch die Konstatierung 
eines Machttriebs als absurd (S.77). 

Den soziologischen Hauptwert dieses Werks méchte ich, wie gesagt, in der 
Ausgestaltung des Begriffs der Institutionen und der Hervorhebung ihrer alles 
andere iiberragenden Bedeutung fiir die menschliche Entwicklung sehen. Ich habe 
in meinem so iiberschriebenen Artikel im «Handworterbuch der Sozialwissen- 
schaften»! meine Auffassung dahin geaussert, dass Institutionen nicht einen Hau- 
fen von sozialen Gebilden darstellen, sondern dass ein bestimmtes Beziehungs- 
verhAltnis eines untergeordneten Gebildes zu einem umfassenderen beim Gebrauch 
des Wortes zum Ausdruck kommt (so ist das Heer eine Institution des Staates). 
Jedoch habe ich geglaubt, den Terminus stets nur auf Gebilde anwenden zu diirfen. 
Bei Gehlen ist er sehr weit gefasst und — darin MaclIvers Auffassung ahnlich — zu 
Einrichtung schlechtweg erweitert; so ist bei ihm das Spiel (S.42), ja auch der 
Briefwechsel (S.68), erst recht etwa der Schamanismus eine Institution. Aber die 
Umgrenzung ist minder wichtig; ich bin bereit, Gehlen darin zu folgen. Wichtiger 
ist die Bedeutung, die er dem Vorgang der Institutionalisierung beimisst. Er sagt: 
« Eine Gesellschaft stabilisieren heisst, sie auf dauernde Institutionen bringen» 
(S.22). In ihnen werde eine iiberpersénliche Ordnung geschaffen; die Triebe und 


1. Vgl. in diesem Handwoérterbuch den Artikel « Institutionen», 7. Lieferung, S. 297 ff. 
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Bediirfnisse wiirden in ihnen versachlicht; sie wiirden mit anderen Motivgruppen 
verkniipft und durch Vorsorge («Hintergrundserfiillung») vergegenstandlicht. 
Manche Institutionen wiirden von anderen Gruppen iibernommen (zum Beispiel 
Vorstellungen von der Gottheit) ; aber es wiirde haufig dabei ein neuer Inhalt in 
sie hineingelegt. Sie entstanden nicht aus Zweckverabredungen, sondern aus Riten, 
Totemismus, Tabuierung und den Mythen. Sie besassen ihre Imperative, wirkten 
als sozialer Zwang. Noch sei in den Institutionen der archaischen Zeit Natiirliches 
und Unnatiirliches nicht getrennt. 

Verstehen (im Sinne Diltheys) kénnten wir Heutigen diese Kultur nicht. Sie 
sei uns unverstandlich, da wir durch die monotheistische Religion und jetzt auch 
durch die technisch-industriell-naturwissenschaftliche Weltauffassung von ihr ge- 
trennt seien; unser Innenleben sei «entmagisiert»; an die Stelle der Magie sei die 
Ethik getreten. Es heisst da (fast am Schluss auf S.285): «Am Ende einer langen 
Geschichte der Kultur und des Geistes ist die Weltanschauung der ‘entente 
secréte’, die Metaphysik der einverstandenen und streitenden Lebensmachte, 
zerstért worden, und zwar durch den Monotheismus von der einen, den wissen- 
schaftlich-technischen Mechanismus von der anderen Seite her, fiir den seinerseits 
der Monotheismus, die Natur entdamonisierend und entgétternd, den Platz erst 
freigekampft hatte. Gott und die Maschine haben die archaische Welt iiberlebt 
und begegnen sich nun allein». 

Zur Kritik wird man, scheint mir, ganz allgemein sagen miissen, dass man 
Gehlens Neigung, das Objektive hoch, aber das Subjektive gering einzuschatzen, 
nicht wird zustimmen kénnen, dass aber die Herausarbeitung der Institutionen 
wertvoll ist. Das Soziale? und das Institutionelle sind eines; das wird hier deutlich. 
Auch dass den Objekten (in archaischer Zeit den Werkzeugen) eine grosse Bedeu- 
tung fiir das gesamte gesellschaftliche und persénliche Leben zukommt und das 
Verhalten der Menschen stark von der Aussenwelt gesteuert wird, musste gerade 
heute, wo die Subjektivitat von manchen Kulturphilosophen iiberschatzt wird, 
ausgesprochen werden. 

Meine Zweifel heften sich an folgende Punkte: Die Hauptunterschiede zwi- 
schen archaischer und geschichtlicher Kultur scheinen mir nicht allein und viel- 
leicht nicht einmal vorwiegend durch die « Kulturschwellen» des Monotheismus 
und der Technik gegeben zu sein. Im Christentum lebt, was die Mohammedaner 
stets anklagend hervorheben, auch mancher Polytheismus weiter. Die moderne 
Technik ihrerseits beruht ja gerade auf der Steuerung vom Objekte her, so dass die 
Maschine heute dieselbe Wirkung ausiibt wie in der Urkultur das Werkzeug. Auch 
hat das Spiel (als Sport) heute noch eine ahnliche Bedeutung wie einst. 

Man wird Gehlens Bestreben, die Daseinsbedingungen der archaischen Zeit 
ohne «Verstehen» aus den nachweisbaren Handlungen der Menschen von einst 
zu konstruieren, riihmen miissen. Aber er tut es mit Hilfe eines im Grunde streng 
rationalen, unanschaulichen Denkens, das im Gegensatz zu der Kindlichkeit des 
archaischen Ritus, des Mythos und der Magie steht. Ich méchte glauben, dass 
vieles bloss gedankenloses Spiel bei diesen Menschen war, was nun nach Kroebers 
Vorbild umstandlich als Erzeugnis von Einsichten behandelt wird. Gehlen scheint 


2. Vgl. dazu L. v. Wiese, Das Soziale im Leben und im Denken, Kéln und Opladen 1956. 
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mir die prahistorische Menschenwelt mit zu viel Respekt und die geschichtlichen 
Zeitalter mit zu wenig Achtung zu behandeln. Hat man vor Spencer die Institu- 
tionen der Illiteraten zu gering geschatzt, so scheint man jetzt vielfach in den ent- 
gegengesetzten Fehler zu verfallen, ihren Wert zu hoch zu bemessen. 


Universitat Kéln (Deutschland ) L. v. WIESE 


H.D. Henpverson. The Inter-War Years and Other Papers. Ed. by Henry 
Clay. Oxford 1955. Oxford University Press. xxvml, 445 p. 42s. 


These selections from the writings of the late Sir Hubert Henderson fall into 
five parts: ten leading articles written for the Nation during the period of his editor- 
ship from 1923 to 1930; thirteen memoranda written in his capacity as secretary 
of the Economic Advisory Council between 1930 and 1934; three papers written 
for academic readers between 1934 and 1939, while he was a research fellow at 
All Souls; six memoranda written at the Treasury between 1940 and 1945; and 
eight lectures and articles published between 1946 and 1950, including the Stamp 
lecture of 1946, the Rede lecture of 1947, his presidential address to Section F of 
the British Association in 1948, and the Herbert lecture of 1950. 

When these selections begin, Henderson seem to have been a reasonably 
orthodox liberal, perhaps a little left of centre. As the years go by, however, he 
finds himself becoming increasingly critical of one widely-held body of opinion 
after another. Even before leaving the Nation in 1930 he had scandalised the faithful 
by suggesting that free trade might not be desirable in all circumstances, and 
thenceforward he increasingly supported the view (especially in his memorandum, 
dated 1943, on ““The International History of the Inter-War Period’’) that restric- 
tions on imports, especially by quantitative controls, are not only necessary, but 
desirable as instruments of policy. In 1936 we find him attacking Keynes’ General 
Theory; in 1942, the Beveridge Plan; in 1944, the Uthwatt Committee Report; 
in 1947, the economic planners; in 1948, the supporters of a return to the price 
system; in 1949, both the proposed Havana Charter and the proponents of a 
floating currency; and in 1950 the high cost of the social services and the use of 
taxation as a means of checking inflation. It is difficult to think of any section of 
political opinion which he can have failed to outrage at some time or other. 

The criticisms are usually cogent and well-argued (though he seems to ignore 
the fact that import restrictions may have exactly the same effect in stimulating 
an inflation as a depreciation of the currency), and his general opposition to other 
people’s proposals may perhaps be interpreted as evidence of a growing belief 
that what most people call principles are usually merely dogmas which obscure 
thought and inhibit action. For Henderson, the important thing was not the form 
of society, but to get the largest possible output and the most rapid possible rise 
in the standard of living of the inhabitants of the United Kingdom with the mini- 
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mum of economic dislocation, using whatever methods, orthodox or unorthodox, 
might seem most appropriate in any particular case. 

Not all the articles and memoranda published in this selection are critical of 
others; many of the best, in spite of the almost complete absence of any attempt 
at quantitative measurement, are diagnostic or analytical. His memoranda, for 
instance, on ‘“The Present Unemployment” and ‘“The Development of New 
Industries’’, both written in 1930, can still be read with profit; much of his 1938 
article on “The Significance of the Rate of Interest”’ is highly apposite to the 
present position ; and his discussion of the problem of maintaining full employment 
after the war in his 1944 memorandum on “‘ Lord Keynes and Employment Policy”’ 
contains a penetrating analysis of the relative importance of internal and external 
factors for determining the level of employment in the United Kingdom in the 
post-war period. 

Naturally, Henderson was not so fortunate as this in all his forecasts; in some, 
notably in his expectation of a slump in the demand for capital goods at the end 
of a few years of post-war reconstruction, he was almost grotesquely wrong. But it 
is not fair to judge the work of an applied economist in the light of later knowledge. 
He can write only in the light of the facts which are known and seem relevant to 
him at the time and of his knowledge of the past. That unknown facts and a 
changed pattern of relationships cause his expectations to be disappointed does 
not provide a basis for criticism unless the critic can truthfully declare that he 
himself, with the same information at his disposal, would have reached a more 
successful conclusion. If an economist applies logical reasoning to the facts as they 
exist and are known at the time, that is all that can be asked of him. 


London School of Economics F. W. PatsH 


Jean Marcua . Cours d’économie politique. Troisiéme édition revue et 
corrigée. Paris 1956. Librairie de Médicis. 947 p. 1 vol., fir. 2100. 


Les deux premiéres éditions du Cours de M. Jean Marchal avaient été publiées 
en 1950 et 1953, la troisiéme parait, aprés un délai de trois ans également, avec 
de trés importants remaniements. 

Les changements s’expliquent d’abord par la réforme des programmes de la 
licence francaise, ce qui a amené |’auteur 4 exclure les problémes de la monnaie 
et du crédit du présent volume, mais aussi 4 y ajouter des développements, que 
nous jugeons essentiels sur la comptabilité nationale. Les modifications tiennent 
ensuite (et peut-étre surtout) a l’évolution de la pensée de l’écrivain. 

On observe chez M. Jean Marchal une double réaction, qui correspond bien, 
4 notre avis, aux nécessités du moment: d’une part il fait appel a la théorie pour 
éviter «l’éparpillement» de la science, qui pourrait résulter de l’accumulation 
des données concrétes sans appel a la généralisation. D’autre part il évite les abus 
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mécanicistes de cette théorie, par une utilisation plus large des mécanismes 
souples des comportements psychologiques. 

Le premier aspect de cette évolution se devine déja a la lecture de l’intitulé 
du plan. Le livre comporte trois parties: a) la naissance et l’évolution du systéme 
économique contemporain; b) les conditions de l’équilibre général; c) les condi- 
tions des équilibres de firmes et des équilibres de branches de production. La 
mise en avant de l’idée d’équilibre est évidente et souligne l’inclination de l’auteur 
vers un systéme de référence plus synthétique, ou toutes les données économiques 
soient bien liées par une pensée commune. 

C’est le travail sur la comptabilité nationale qui met en évidence l’importance 
des «types de conduite» dans l’économie politique de M. Marchal. Cette étude 
est une des plus claires et aussi une des plus poussées que nous ayons lues sur ce 
sujet. Sans négliger l’approfondissement technique, l’auteur met en évidence les 
problémes essentiels: la nécessité de rechercher |’explication humaine derriére les 
données de la statistique, et aussi l’utilité d’un bon «découpage» des groupes 
d’aprés l’identité des réactions et non pas tant d’aprés la communauté de fonctions. 

C’est dire qu’aprés une premiére phase de recherches statistiques, le spécialiste 
du revenu national doit se tourner vers les enquétes d’opinion et les questions 
qualitatives de la psychologie. 

Nous pensons que ce travail profitera non seulement aux étudiants auxquels 
il est surtout destiné, mais aussi au public instruit qui veut se tenir au courant 
dans des domaines nouveaux, et parfois difficiles comme I’est celui de la compta- 
bilité nationale. 


Université de Strasbourg (France) P. L. REyNAuD 


Jacques Miteron. Etude sur I’ économie espagnole. Rabat 1955. Société 
d’études économiques, sociales et statistiques du Maroc. xi, 185 p. 


Voici un livre sur l’économie espagnole, c’est-a-dire, selon l’auteur lui-méme, 
sur «la réalité d’un pays longtemps demeuré ignoré en France et qui semble 
l’étre encore trop». «Nous manquons facheusement d’études sur ce sujet et nous 
avons constaté avec regret que nos compatriotes sont mal informés», souligne 
encore, du point de vue francais, M. Louis Baudin, dans une préface ou I’illustre 
professeur témoigne en peu de phrases de sa connaissance du sujet. 

Trés probablement les Espagnols en sont aussi quelque peu responsables car, 
pour citer les propres paroles de M. Milleron dans un des plus heureux passages 
de son «Introduction», «l’ Espagne a été mauvaise propagandiste de ses tech- 
niques». Le résultat — peu importe ici la cause — est qu’un économiste espagnol 
éprouve un compréhensible penchant a accueillir avec sympathie ce livre sur son 


pays. 
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Or, l’ouvrage mérite davantage que sympathie, car |’auteur n’écrit pas sur 
l’Espagne par oui-dire ou par références indirectes, mais d’aprés nature et avec 
une observation personnelle qui sait appréhender la réalité et la commenter avec 
sagacité. Ainsi, au premier chapitre, trés peu de pages lui suffisent pour saisir les 
faits essentiels du milieu physique espagnol, en déduisant de ses lignes maitresses, 
«une vocation triple qui devait en faire 4 la fois une puissance européenne, 
américaine et africaine». Précisons d’emblée qu’un des «leitmotive» les plus 
fidélement suivis au cours du livre est le propos d’analyser l’économie espagnole 
en étroit parallélisme avec les problémes similaires frangais ou marocains. Inutile 
de dire jusqu’a quel point les plus récents événements politiques en Afrique du 
Nord ajoutent, de ce fait, un intérét tout nouveau au travail de M. Milleron. 

Ensuite, l’ouvrage considére la population espagnole «aujourd’hui d’une 
importance européenne notable, d’une importance mondiale plus grande» selon 
les propres termes de l’auteur, qui aprés cela se penche sur l’agriculture, qu’il 
examine soigneusement et, en général, d’une fagon bien documentée. La péche 
lui inspire des commentaires intéressants et le pousse a souligner «esprit d’organi- 
sation et la volonté d’action pratique et rapide qui président a la répartition d’une 
denrée périssable, par des moyens aussi précaires et aussi simples». Voici des 
qualités non habituellement attribuées aux Espagnols: organisation, volonté 
pratique. Mais ce n’est pas la seule surprise que puissent trouver les lecteurs. 

L’énergie — avec le grand essor récent de la production d’électricité —, les mines 
et l’industrie font l’objet de descriptions et commentaires quelquefois discutables 
(ainsi lorsque l’auteur présente l’industrie de la laine comme tributaire des im- 
portations, affirmation qui mériterait d’étre nuancée) mais le plus souvent trés 
précises et rigoureuses, et méme témoignant bien des fois d’un jugement trés str. 
Ainsi, lorsqu’aprés son analyse du commerce extérieur il conclut: « Nous pensons 
la situation économique de |’Espagne supérieure 4 ce qu’elle parait»; ou bien 
lorsque sa comparaison personnelle des prix de quelques produits de base en 
Espagne, France et Maroc le pousse 4 affirmer: «II en résulte que le pouvoir 
d’achat de la peseta est supérieur a celui qu’indiquent les cours du change libre, 
au moins en ce qui concerne les produits alimentaires». 

Bref, quelle est l’impression d’ensemble de l’auteur sur l’économie espagnole? - 
« Economiquement, |’Espagne est 4 un stade intermédiaire de développement», 
nous dit-il 4 la page 2. «Tout cette ensemble — ajoute-t-il une centaine de pages 
aprés — révéle une économie en expansion, assez lente, mais sire». Voici un double 
jugement général auquel nous souscrivons, ainsi qu’a ses recommandations pour 
une plus forte connexion économique de |’Espagne avec |’Europe et surtout avec 
le monde méditerranéen, qui n’a pas fini, 4 notre avis, de donner a l’histoire du 
monde des apports précieux. 

«Sans liberté de blamer, point d’éloge flatteur», écrivait Beaumarchais; 
peut-étre pour user plutét de cette liberté que de l’éloge. On a bien vu que nous 
n’agissons pas ainsi mais, pour étre objectifs, nous devons regretter que la carte 
routiére ne souligne assez le caractére rayonnant des routes autour de Madrid, 
ne figurant pas de parcours aussi importants que celui de Madrid-Valence et 
Madrid-La Corogne. Nous pensons aussi que certaines idées auraient eu 4 gagner 
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avec l’emploi de quelques sources non indiquées a la bibliographie, notamment les 
travaux de M. Manuel de Torres, Doyen de la Faculté de Sciences économiques 
de Madrid, pour ne pas insister sur ce point en ajoutant d’autres citations. Mais 
rien de tout cela ne peut diminuer sensiblement la valeur du livre de M. Milleron, 
qui permet aux Espagnols de se regarder dans un fidéle miroir et qui, dans d’autres 
pays, apporte des connaissances peu communes sur un sujet assez peu traité. 


Université de Madrid (Espagne ) J. L. SAMPEDRO 


EuGeNnE Rotwein (Ed.): David Hume — Writings on Economics. Lon- 
don 1955. CXII, 224 p. 30s. 


According to the late Professor Schumpeter “‘economic analysis has not been 
shaped at any time by the philosophical opinions that economists happened to 
have”’ (History of Economic Analysis, p.31), and this belief is undoubtedly shared 
by many contemporary economists, if we may judge them by their practice. But, 
as the starting point for a study of the history of economic thought, this approach 
provides too narrow a perspective, particularly when the 18th century landscape 
is in view. 

One of the most meritorious features of Professor Rotwein’s new edition o, 
Hume’s Writings on Economics is his endeavour, in a long and valuable introductionf 
to widen this perspective. Hume’s economic analysis, he contends, has too often 
been regarded as an “isolated compartment of his thought’’, and this treatment 
“thas obscured the significance of its psychological and historical dimensions” 
(p. xvi). Like James Bonar, that pioneer British investigator of the relations 
between philosophy and political economy, Professor Rotwein insists on the 
importance of a knowledge of Hume’s Treatise of Human Nature to a full under- 
standing of his Essays on Economics, and accordingly proceeds to examine in turn 
the three “‘levels’”? of Hume’s economic thought: his economic psychology—the 
motives to economic activity; his political economy proper—the specific aspects 
of market relations; and his economic philosophy—the comprehensive moral 
evaluation of a commercial society (p. xxIv/xxv). 

On the psychological level Professor Rotwein admirably reveals the subtlety 
of Hume’s analysis of the ‘‘causes of labour’’ in terms of the desire for “‘pleasure’’, 
“‘action’’, “‘liveliness’’, and “‘gain’’, and emphasises its superiority to the crude 
psychological hedonism of such writers as Jevons (p. L1). Yet so stimulating is 
this phase of the discussion that one wishes it had been pressed further. For 
example, Hume’s conception of the utility of labour is paralleled not only in 
Taussig’s “instinct of contrivance”’ (p. xLtv), but earlier, and more forcibly, in 
Veblen’s “‘instinct of workmanship”. Again, Hume’s awareness of the inter- 
relations between the growth of commerce, the expansion of wants, and the 
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development of a “‘habit of industry’’ can be viewed as a significant anticipation 
of Marshall’s doctrine of the interdependence of ‘‘wants and activities’, so 
brilliantly presented in Talcott Parsons’ famous article’. Finally, the analysis of 
this phase of Hume’s thought raises the question of his influence on the transition 
from the “‘mercantilist’’ to the ‘‘classical’’ attitude to labour. Before the mid- 
eighteenth century it was a commonplace that only the pressure of necessity 
would maintain or increase the effort of labour, whereas the later classical doctrine 
looked to an increase of incentives as the main stimulus to output. Might it not 
be that Hume’s psychological insights contributed to this change of outlook? 

On the level of political economy proper Professor Rotwein examines Hume’s 
contributions to monetary, interest, free trade, taxation and population theory, 
as well as fiscal policy, seeking to demonstrate in each case the unity underlying 
the seemingly disjunctive character of Hume’s essays. This unity, he says, derives 
from the common “‘vantage point from which the different aspects of prevailing 
doctrine are examined’’, that of the ‘‘evolutionary sequence of the natural history”’ 
of economic development (p. Liv), and this feature makes Hume’s economic 
writings more distinctively historical than those of Adam Smith or the Ricardians 
(p. cx). Professor Rotwein does not overstate his case, either by exaggerating 
Hume’s preoccupation with process analysis, or by glossing over inconsistencies; 
indeed, in one significant instance he may be accused of understatement. In 
considering monetary theory he speaks of an “unresolved ambiguity’’ arising 
from Hume’s failure to reconcile his static quantity theory with the acknowledged 
expansionary effects of a dynamic change in the supply of money, through its 
impact on demand, output, employment, income and the spirit of industry 
(p. Lxm/Lx1v). It can, however, be shown, on the basis of Hume’s own methodo- 
logical distinction between “‘particular’’ and ‘“‘general’’ reasonings, that his 
‘adherence to the quantity theory”’ is by no means incompatible with his analysis 
of the ““dynamics of monetary change”’ (p. Lxv). Moreover, in suggesting that 
the quantity theory aspect of Hume’s analysis is dominant, Professor Rotwein 
is doing an injustice both to Hume and to his own emphasis on the historical 
tone of Hume’s economics?. 

On the third level, that of Hume’s normative appraisal of commercial society, 
Professor Rotwein examines his analysis of the economic and moral consequences 
of luxury consumption, linking it to Hume’s broader conception of the impact of 
an increasingly pervasive “‘spirit of industry’ on the development of “‘humanity”’ 
and the extension of political liberty. It is here, on the most general plane of 
thought, that we can fully appreciate Hume’s comprehensive grasp of contem- 
porary social evolution. 

Reading Hume’s essays is still a pleasure, one that is enhanced by the addition 
of some extracts from his letters, even though they constitute a disappointingly 
small harvest. Professor Rotwein’s presentation is excellent, and if this review 


1. TaLcott Parsons, “Wants and Activities in Marshall”, Quarterly Journal of Economics, 1931-2, Vol. 46. 

2. On this matter I am indebted to D. W. Vickers’ unpublished Ph. D. thesis, “Studies in the Theory 
of Money 1690-1776”, University of London, 1956. See also H. HEGELAND, The Quantity Theory of Money, 
Goteborg 1951. 
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is preoccupied with his introduction, it is because there remains so little to com- 
plain of in his editorial technique. To quote Hume: “‘I have no more to say but 
compliments; and therefore shall conclude’’. 


University of Nottingham (United Kingdom) A. W. Coats 


PETER SCHERRER. Die Terms of Trade und die Beschéftigung. (Staats- 
wissenschaftliche Studien, hg. von Edgar Salin und V.F. Wagner, 
N.F. Bd. 23.) Ziirich 1956. Polygraphischer Verlag. 155 S. sFr. 13.80. 


Mit Hilfe der von Keynes’ General Theory inspirierten Theorie des Aussen- 
handelsmultiplikators kann recht eindriicklich aufgezeigt werden, wie sich bei 
zwei miteinander durch Aussenhandel verbundenen Volkswirtschaften Verschie- 
bungen von Volkseinkommen und Beschaftigungsgrad im einen Lande auf Ein- 
kommen und Beschaftigung im Partnerland iibertragen. Die Einkommensmodelle, 
auf denen diese Theorie basiert, setzen jedoch voraus, dass samtliche Preise, und 
damit auch die Relation zwischen Export- und Importpreisen — die «Terms of 
Trade» —, «festgefroren» seien. Deshalb kénnen die Wirkungen, welche Ver- 
schiebungen der «Terms of Trade» auf den Beschaftigungsgrad eines Landes 
ausiiben, auf diesem Wege nicht analysiert werden. Auch die Modelle der neo- 
klassischen Theorie, mit denen bisher in der Regel die «Terms of Trade» behan- 
delt worden sind, eignen sich zur Untersuchung dieses Problems nicht, denn sie 
gehen von der Annahme konstanter Vollbeschaftigung aus. Das Problem wurde 
deshalb bisher noch nie eingehend untersucht, obschon verschiedentlich darauf 
hingewiesen worden ist, dass es dringend einer Abklarung bedarf. 

Der Verfasser der vorliegenden Arbeit hat sich dieser Aufgabe unterzogen. 
Leider ist inm dieses Unterfangen nicht gegliickt. In der Erkenntnis, dass sich aus 
den angefiihrten Griinden weder die Einkommensmodelle der Multiplikator- 
theorie noch die Preismodelle der neoklassischen Theorie (eine Verschmelzung 
der beiden Konzeptionen ist in neuester Zeit vorgenommen worden) zur Lésung 
der Aufgabe eignen, hat er sich an die Konstruktion eines eigenen Modells gewagt 
~ und ist daran gescheitert. Sein Modell weicht von den Verhiltnissen der Wirk- 
lichkeit so sehr ab, dass die daraus abgeleiteten Ergebnisse véllig uninteressant 
und unbrauchbar sind. 

Wenn ein Individuum bei gegebenem Ausgabenbetrag und gegebenen Giiter- 
preisen die Wahl zwischen zwei Giitern hat, so wird das Verhiltnis der gekauften 
Giitermengen bekanntlich durch die Beriihrung der Konsumgeraden mit einer 
Indifferenzkurve determiniert. Andert sich der Preis eines Gutes, so hat dies, wie 
Hicks gezeigt hat, gleichzeitig einen Substitutions- und einen Einkommenseffekt 
zur Folge. 

Von dieser Grundidee hat sich der Verfasser beim Bau seines Modells leiten 
lassen. Er hat also ein Theorem der Werttheorie, welches zur Bestimmung der 
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Nachfragefunktion eines einzelnen Individuums dient, auf ein makroékonomi- 
sches Modell, zur Ermittlung des totalen Gleichgewichts zweier Volkswirtschaften, 
iibertragen. Schon der Ausgangspunkt ist also verfehlt. 

Aus dem Hicksschen Theorem wird ein Zwei-Lander-Modell abgeleitet. Wie 
bei Hicks wird der Ausgabenbetrag, das nominelle Einkommen der beiden Lan- 
der, als unveranderliches Datum behandelt. Die Gesamtheit der Einwohner beider 
Lander (bei Hicks ist es ein Individuum) hat die Wahl zwischen zwei Giitern 
a und b (die Nachfrage wird nicht landerweise getrennt). Gut a wird lediglich 
von Land A, Gut b lediglich von Land B hergestellt. Die Nachfrage nach einem 
der beiden Giiter ist nur eine Funktion des Preises des betreffenden Gutes (nicht 
etwa auch des andern). Verschiebungen im Einkommen eines Landes wirken sich 
nicht auf die Nachfrage aus. Konsum, Einfuhr und Ausfuhr der beiden Lander 
kénnen iiberhaupt nicht ermittelt werden. Durch Einfiihrung einer zeitlichen 
Verzégerung wird die Analyse der Anpassungsvorgange bei Datenanderungen 
dynamisch gestaltet. Zahlenbeispiele in Form von Sequenzen illustrieren die 
Reaktionen der einzelnen Variablen in jeder Periode. Tritt beispielsweise eine 
Verschiebung der Angebotsfunktion bei Gut a ein, so passt sich die Nachfrage- 
menge von Gut a unmittelbar dem neuen Preis, der sich ergibt, an. Aus Preis mal 
Menge von Gut a errechnet sich dessen Umsatzwert. Dieser Wert wird nun ein- 
fach vom totalen Ausgabenbetrag, der annahmegemass konstant bleibt, sub- 
trahiert. Der Restbetrag bleibt dann fiir den Erwerb von Gut 6 iibrig. Dies sind 
die einzigen Substitutionsbeziehungen, welche in diesem Modell zwischen Gut a 
und Gut b bestehen. Nun reagiert, so wird angenommen, der Angebotspreis immer 
erst in der auf die Anderung der abgesetzten Menge folgenden Periode. Aus der 
Division des Restbetrags durch den so bekannten Preis ergibt sich die von Gut 5 
abgesetzte Menge. Die Nachfragefunktion fiir Gut 6 ist also zur Bestimmung von 
Preis und Menge vollig iiberfliissig. Noch weniger gerechtfertigt ist jedoch die 
eingefiihrte Angebotsreaktion (sie widerspricht iibrigens denAusfiihrungen, welche 
der Autor selbst auf S.45 macht), da sie ein kurzfristig vdllig elastisches Angebot 
voraussetzt. Dass die Konklusionen, Regeln nennt sie der Verfasser, welche aus 
einem derartigen Zahlenbeispiel abgeleitet werden, véllig wertlos sind, braucht 
wohl nicht weiter begriindet zu werden. 

Die oft sehr unprazisen Formulierungen, die Bildung neuer Begriffe, die nicht 
gerade gliicklich gewahlt sind («effektive Nachfrage» z.B.), ein gewisser Mangel 
an Systematik bei der Darstellung des verwendeten Modells im ersten Teil, 
machen es dem Leser nicht gerade leicht, in das Wesen der Arbeit einzudringen. 
Nur so lasst es sich auch erklaren, dass der Autor nicht friiher darauf aufmerksam 
gemacht wurde, die Lésung seines Problems auf einem andern Wege zu suchen. 
Manches ist ja durchaus richtig erkannt, nicht aber «ins Modell iibersetzt» wor- 
den. Es ist schade um die grosse Arbeit, die sich der Verfasser gemacht hat. 


Riirich (Schweiz) Joun R. LADEMANN 
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Hans JURGEN SERAPHIM. Theorie der allgemeinen Volkswirtschaftspolitik. 
Gottingen 1955. Vandenhoeck & Ruprecht. 351 S. Brosch. DM 30.-, 
Lw. DM 33.— 


Das Werk von Hans Jiirgen Seraphim ist seit je stark verwurzelt in der Tradition 
einer Forschungsrichtung, die von der Historischen Schule herkommend sich in 
Deutschland zu einer geisteswissenschaftlich-verstehenden Nationalékonomie aus- 
geweitet hat, und deren Anliegen nicht zuletzt in der Schaffung einer «anschau- 
lichen Theorie » besteht. Diese wissenschaftliche Grundhaltung bedingt weit- 
gehend die grossen Vorziige, aber auch gewisse Schwachen von Seraphims Theorie 
der allgemeinen Volkswirtschajtspolitik. 

Das Buch ist in vier Hauptabschnitte gegliedert, namlich in eine methodische, 
eine theoretische, eine morphologische und in eine systematische Grundlegung. 
Im ersten Abschnitt « Methodische Grundlegung» priift der Autor zunachst die 
Grundlagen, auf denen die Wirtschaftspolitik als Wissenschaft aufgebaut werden 
kann. Die Katallaktik als Lehre vom Funktionieren des Marktes ist ihm dafiir 
zu eng, da «eine nur auf der Marktwirtschaftstheorie aufbauende Wirtschafts- 
politik grosse und komplexe Problemkreise wissenschaftlich nicht zu durchdringen 
vermag» (S.33). Vielmehr méchte Seraphim die exakte Theorie des Marktes in 
einen weiter gefassten Rahmen einordnen. Ob allerdings der von ihm vorgetragene 
Anspruch, dass die kulturontologische Schau des wirtschaftlichen Geschehens die 
Einheit von Wirtschaftstheorie und Wirtschaftspolitik sicherstelle, fiir die Grund- 
legung einer wissenschaftlichen Wirtschaftspolitik wirklich zu geniigen vermag, 
bleibt eher fraglich. 

Die « Theoretische Grundlegung » der Wirtschaftspolitik stellt Seraphim ausschliess- 
lich auf das Vorhandensein ékonomischer Macht ab. So entwickelt er im zweiten 
Abschnitt zunachst eine umfassende Analyse der Erscheinungsformen wirtschaft- 
licher Macht. Seraphim vertritt die Ansicht, dass « wirtschaftliches Handeln als 
solches notwendigerweise Machtausiibung in sich schliesst» (S.g1), dass also 
Machtpositionen einen integrierenden Bestandteil des Wirtschaftslebens bilden 
wurden. Entsprechend dieser weiten begrifflichen Fassung kann wirtschaftliche 
Macht begriindet sein durch persénliche Qualifikationen der Wirtschaftssubjekte, 
durch Besitzpositionen, durch Organisationsstellungen etwa in der Form eines 
Kartells, und schliesslich durch unterschiedliche Leistungsstellungen wirtschaft- 
licher Gebilde, wie sie beispielsweise in verschieden giinstigen Standorten von 
Unternehmungen zum Ausdruck kommen. Gewiss ist mit all diesen Faktoren letzt- 
lich ein Element 6konomischer Macht verbunden, aber das Element der Macht ist 
hier nicht iiberall das wesentliche. Vielmehr erfasst die Volkswirtschaftslehre 
diese sehr unterschiedlichen Phanomene eher unter anderweitigen Aspekten als 
gerade unter jenem der wirtschaftlichen Macht. Daher erscheint es auch sinn- 
voller, den Begriff so zu fassen, dass damit die ganz spezifische Wirkungsweise 
wirtschaftlicher Macht, die nicht mehr auf andere Faktoren zuriickgefiihrt wer- 
den kann, herausgestellt wird. Zudem erweckt die von Seraphim gewahlte 
Uberschrift des zweiten Abschnittes den unrichtigen Eindruck, dass nur das 
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Machtphanomen eine «theoretische» Grundlegung der Wirtschaftspolitik 
ermégliche. 

Die systematische Untersuchung der méglichen Trager volkswirtschaftlicher 
Ordnungsfunktionen ergibt fiir Seraphim die « Morphologische Grundlegung» der 
Wirtschaftspolitik. Dabei besteht sein Anliegen darin, nicht wie Eucken rein funk- 
tionsmassige Ordnungsformen herauszuarbeiten, sondern in Anlehnung an die 
geschichtliche Wirklichkeit die méglichen Trager der Ordnungsfunktionen als 
Realtypen zu gewinnen. Seraphim bezeichnet diese Realtypen als «wirtschaftliche 
Grundgestalten», wobei mit dem Gestaltbegriff zum Ausdruck gebracht werden 
soll, «dass das Wirtschaftsleben in seiner jeweiligen grundsatzlichen Pragung vom 
Menschen gestaltet und geformt wird» (S. 143/144). Der Autor untersucht sodann 
die wichtigsten wirtschaftlichen Grundgestalten des europaischen Kulturbereiches. 
Seine Darstellung zeichnet sich vor allem durch ein reiches historisches und 
soziologisches Wissen aus; dagegen kommt die Darlegung des instrumentalen 
Funktionierens dieser Grundgestalten zu kurz. 

Im vierten Abschnitt « Systematische Grundlegung » entwirft Seraphim einen Ver- 
such fiir ein System wirtschaftspolitischer Zielsetzungen und Mitteleinsatze. Da- 
bei unterscheidet er die Ziele von den Aufgabenbereichen der Wirtschaftspolitik. 
Bei der Darstellung der wirtschaftspolitischen Ziele lehnt sich der Autor an die etwa 
durch Piitz und Jéhr iiblich gewordenen Gliederungen an. Bei den Aufgaben- 
bereichen der Wirtschaftspolitik werden drei Teilgebiete auseinandergehalten: Die 
Gestaltung und Sicherung der Wirtschaftsordnung, die Sicherung der natiirlichen 
und technischen Wirtschaftsgrundlagen und die Beeinflussung des Wirtschafts- 
prozesses. Er anerkennt die Méglichkeit sinnvoller Verbindungen von marktwirt- 
schaftlichen und planwirtschaftlichen Lenkungsmethoden und entwickelt dem- 
entsprechend einen interessanten Katalog von Mitteln der Wirtschaftspolitik. Frag- 
lich ist dagegen, ob die vom Autor am Schluss seines Werkes unterschiedenen 
sieben «modelltheoretisch konzipierten Systeme der Wirtschaftspolitik » wirklich 
zur Klarung der wissenschaftlichen Diskussion beitragen, um so mehr, als er 
selbst einraumen muss, dass in der wirtschaftlichen Wirklichkeit eine Koordination 
mehrerer Systeme die Regel ist. 

So hinterlasst die Lektiire des Seraphimschen Werkes trotz der Fiille des Ge- 
botenen nicht in allen Teilen einen ganz iiberzeugenden Eindruck. Das liegt zum 
Teil daran, dass es mit methodisch-formalisierenden Darlegungen iiberlastet ist 
und dadurch die materiale Darstellung oft in den Hintergrund gerat. Zum Teil 
liegt dieser Eindruck auch daran, dass es nicht immer leicht ist, im Zusammen- 
hang der vom Autor zahlreich herangezogenen zustimmenden oder gegensatz- 
lichen Meinungen seine eigene Stellungnahme klar zu erkennen. Trotzdem sind 
die Vorziige des Buches bedeutend. Es schépft aus einem reichen geistesgeschicht- 
lichen Wissen, bietet interessante und neuartige Ausblicke und hebt sich auch 
dadurch in wohltuender Weise ab, dass es doktrinare wirtschaftspolitische Auf- 
fassungen vermeidet. 


Handels-Hochschule St.Gallen (Schweiz) JosuaA WERNER 
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Hans THORELLI. The Federal Antitrust Policy: Origination of an American 
Tradition. Baltimore 1955. Johns Hopkins Press. xv1, 658 p. $ 7.50. 


This study fills only partially the need for a comprehensive study of the origin 
and early history of the Sherman Antitrust Act to supplement John D. Clark’s 
pioneer Federal Trust Policy (1931). It is based upon wide research in congressional 
and court records and Department of Justice Archives, and in pertinent back- 
ground materials. So significant are the contributions made to knowledge of this 
phase of national economic policy in the United States that it is unfortunate that 
the treatment is marred by some serious defects. An excellent analysis of the 
common law background discloses that the basic legal principles relating to 
monopoly were not in 1890 as well defined as the popular belief that that body 
of law was decisively opposed to this in all forms. But the analysis of the economico- 
socio-ideological background of the Act is defective because of: (1) the author’s 
lack of thorough familiarity with the period; (1) his failure to give adequate credit 
to Arthur P. Dudden’s MS. (microfilm) ‘‘Antimonopolism, 1865-1900” for much 
specific data and guidance; (mt) exclusive emphasis upon an asserted western 
middle class agrarian origin of ‘‘Gilded Age”’ antimonopolism as the ideological 
background, instead of the wage-earner “‘Locofoco’”’ Jacksonian and eastern 
mercantile origins that had been identified in materials cited and which Lee 
Benson has recently confirmed (1955); (Iv) erroneous analysis of geographic rail- 
road rate differentials. 

However, Thorelli is sound in asserting that control of transportation was the 
key to the establishment of the Standard Oil monopoly, which has not been 
supplanted by the Hidys’s recent disclosure of other factors in Standard Oil 
development. He correctly emphasizes Henry D. Lloyd’s influence via the Chicago 
Tribune and magazine articles in mobilizing popular antipathy to the emerging 
‘*Trusts”’ of the ’eighties; and with Dudden’s help portrays widespread press and 
magazine interest in the subject. More emphasis should have been placed upon 
state constitutional and statutory precedents making combinations in restraint 
of trade public offences for the Sherman Act’s nationalization of common law 
doctrines with such a corollary. A more direct relation should have been established 
between state and congressional investigations of the railroads and trusts and both 
the rise of popular antitrust sentiment and the state and national antitrust legis- 
lation of 1888-1893. However, a distinct contribution is made by the portrayal 
of the congressional history of the Act, with its revelation of John Sherman’s 
sincere interest in such a measure, of its actual authorship, of lack of ascertainable 
connection with the passage of the McKinley Tariff, and of the probability that 
the Act was not intended to apply to traditional labor and farm organizational 
activities. 

The analysis of historical experience with the Act between 1890-1902 is 
more adequate. Recent “‘business history revisionism” is rejected for realistic 
portrayal of the unethical and antisocial promoter-speculator leadership of the 
“combination craze’? in business of 1897-1902, its dominance by investment 
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bankers, and its revolutionary effect upon American civilization. The attitudes 

of various economists, sociologists, historians, and semi-scientific writers are 

well analyzed, but sans demonstrable connection with the crystallization of 

public opinion or court decisions or national policy. In reality, Social Darwinist 

apologists of the trusts received support indirectly by a tendency of important 

economists to accept monopolistic combinations and discard competition as the 

norm while regarding antitrust laws sceptically. It was the popular writers subject 

Lloyd’s continuing influence and example that rallied a public firmly attached 

to the individualist tradition to insist upon an effective national antitrust policy. 

This was preceded, as is noted, by federal court enforcement of the Act against 

railroad and industrial pools, precedents that the McKinley administration, 

following the indifference of Harrison and Cleveland, neglected to follow up. 

Appropriate attention is given to the opposition of competitive business to the 

swift rise of monopolistic combinations; but the analysis of labor’s attitude is 

muddled, and in discussion of the Populists Thorelli omits their demand at the 

St. Louis Conference of 1894 for national ownership of all monopolies affected 

by a public interest. The treatment of the Industrial Commission, with notation 

of Standard Oil success in securing secret revision of its Report, is excellent. Probably 

the significance of the antitrust activity of the Bryan Democracy during 1898-1902 

is underrated. The treatment of Theodore Roosevelt’s assertion in 1902-1903 

of a vigorous antitrust policy in speeches, the Beef Trust and Northern Securities 

litigation, the anthracite coal strike intervention, and the Expediting Act and 

special appropriation for Sherman Act enforcement of 1903 discloses that this 

elevated it to a central position in the free enterprise policy of the United rege 
Some specific errors are: misuse of “‘socialization’’ (p.290), description of 

Lloyd’s Wealth Against Commonwealth as a compilation of earlier articles (p.320, 

329), assertion that he did not discuss remedies for the trusts (p.576), and that { 

he had “‘declared”’ an intention to join the Socialist party immediately prior to 

his death (p.329). Incidental insights into the history of the ‘‘Gilded Age’’ are 

valuable. 


New London, Connecticut (U.S.A.) CuesteER McArtuur DEsTLER 


W.S. Woytinsxy and E.S. Woytinsxy. World Commerce and Govern- 
ments — Trends and Outlook. New York 1955. Twentieth Century Fund. 
907 p. $ 10.00. 


Der erste Teil dieses Werkes ist bei seinem Erscheinen an dieser Stelle gewiir- 
digt worden (vgl. Kyklos, vu, 1954, Nr. 3). Alles, was zu seinem Lobe gesagt 
worden ist, gilt fiir den abschliessenden zweiten Band. Er enthait drei ungefahr 
gleich grosse Teile, namlich je einen betreffend den Aussenhandel, das Transport- 
wesen sowie die Staatsorganisation (Governments). 
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Die Ausstattung mit graphischen Darstellungen, darunter nicht zuletzt in 
Form von Land- und Weltkarten, sowie mit statistischen Zusammenstellungen, 
ist wiederum iiberaus reich. Einerseits wird versucht, das Material an “‘facts and 
figures’’ auf den neuesten Stand zu bringen (im allgemeinen 1952), anderseits 
die Unterlagen so weit nach riickwarts wie méglich zu verarbeiten. Beides ist 
in bemerkenswertem Masse gelungen. 

Unter den Ubersichten zum Aussenhandel sind besonders hervorzuheben die 
Tabellen 13 und 14 iiber den Gesamtwert von Ausfuhr und Einfuhr fiir die We!t, 
seit 1867 bis 1952, ausgedriickt in Millionen Dollar. Die erste Tabelle reicht bis 
1913 bzw. 1920, wobei der Index der Grosshandelspreise des Economist beigefiigt 
ist, um auf diese Weise die realen Handelsstréme, unabhangig von den Preis- 
schwankungen, zu kennzeichnen. Die zweite Ubersicht iiberschneidet sich mit 
der ersten und beginnt mit den gleichen Jahren 1913 bzw. 1920. Fiir die Periode 
1913-1938 sind die Werte — wie in der ersten Tabelle — in Gold-Dollar (Dollar 
vor der Abwertung) ausgedriickt. Ab 1938 (das Jahr iiberschneidet sich wieder, 
erméglicht somit einen Ubergang) sind es die gegenwartigen Dollar, also die nach 
der Abwertung. Dieser Ubersicht iiber Welteinfuhr und Weltausfuhr ist der fiir 
diese Periode bereits verfiigbare Index des Export-Quantums auf der Basis 
1929 = 100 beigefiigt. 

Analoge Zusammenstellungen werden fiir die wichtigsten Handelslander ge- 
geben. Tabelle 20 enthalt Import und Export der Vereinigten Staaten seit 1790. 
Tabelle 21 bringt diese Unterlagen fiir weitere acht wichtigste Lander, ebenfalls 
fiir lange Zeitreihen zuriick: Vereinigtes Kénigreich und Frankreich seit 1820; 
Belgien seit 1830; Russland seit 1840; Holland seit 1850; Kanada und Japan seit 
1870 und schliesslich Deutschland seit 1875. Fiir diese Ubersicht ware ein Zwi- 
schentotal zweifellos instruktiv. Diese acht Lander, ohne die UdSSR, waren nam- 
lich 1952 an 56 Prozent der Weltexporte und fast der Halfte aller Weltimporte 
beteiligt. 

Eine weitere, vier Seiten umfassende Tabelle (Nr.22) bringt die Daten fiir 
die Einfuhr (c.i.f.) und die Ausfuhr (f.o.b.) fiir praktisch alle Lander mit stati- 
stischen Ausweisen iiber den Aussenhandel fiir die Periode 1938-1952. Und 
schliesslich folgen instruktive Ergebnisse des Aussenhandels pro Kopf der Be- 
vélkerung und in Beziehung zum Volkseinkommen. 

Noch einige wenige Punkte seien herausgegriffen: Die Bevélkerung der UdSSR 
(im Abschnitt «Governments») wird fiir 1952 mit 210,0 Millionen genannt 
(S. 564/565), dagegen im Abschnitt «Trade» (S.21) fiir 1950 mit 193 Millionen 
angegeben — offensichtlich unvereinbar. Das kiirzlich veréffentlichte amtliche 
Statistische Handbuch «Narodnoe Chosiaistvo SSSR» lasst nunmehr die eine 
wie die andere Schatzung als iiberhéht erkennen. Der Bevélkerungsstand der 
UdSSR im April 1956 wird namlich mit 200,2 Millionen angegeben. Bei der 
Bevélkerung Chinas ist es hingegen umgekehrt: in Tabelle 194 auf Seite 564 sind 
fiir China, inklusive Tibet und Taiwan, pro 1952 «nur» 463,5 Millionen ein- 
gesetzt, wahrend der Zensus vom 30. Juni 1953 fiir das kontinentale China, ohne 
Taiwan, eine Zahl von 582,6 Millionen ergab. 

Eine besondere Karte (Nr.131) illustriert die beriihmte Teilung der Welt 
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zwischen Spanien und Portugal gemass papstlicher Bulle von 1493 mit Revision 
vom folgenden Jahr, ausgestellt von Alexander vi. Borgia. Dieser geschichtliche 
Teil ist besonders interessant. Auch die viel jiingere Vélkerbunds-Satzung ist 
schon «lange» iiberholt, aber die Diskussion des Inhalts und die ausschnittsweise 
Wiedergabe wichtiger Stellen (S. 751 ff.) darfals wertvoll bezeichnet werden. Und 
schliesslich diirfte auch nicht jedermann wissen, wieviele Konventionen der Inter- 
nationalen Arbeitsorganisation zwischen 1919 und 1952 von welchen Landern 
ratifiziert worden sind. Tabelle 279 gibt hier Auskunft: zehn Lander figurieren 
mit «null»; die Spitze mit 63 bzw. 62 ratifizierten Konventionen halten Frank- 
reich und Bulgarien. 
Alles in allem: eine wertvolle und niitzliche Publikation. 


Basel (Schweiz ) Joser Rosen 
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